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THe EASY way to identify the in- 
dividuals who are required to report 
their security transactions to the 
SEC—the officers, directors and 
large owners of stocks—is to eall 
them insiders. And partly because 
of the name we all get into the habit 
of thinking that they, if anyone, 
must know the right time to buy 
and sell equities in their own com- 
panies. They should have an advan- 
tage in constant familiarity with the 
business. although it is debatable 
whether they average much greater 
success in their investments than do 
others less intimately connected. 

That would make a good subject 
for an argument some time. We 
know certain big company officials 
who are about as adept with their 
investments and get about the same 
results as we would if we went kan- 
garoo hunting with a boomerang. 

But right now we are more inter- 
ested in bringing out the meaning of 


the insider selling that went on 
through most of last fall and early 
winter. Reports showed a ratio of 
selling to buying running at times 
as high as four to one. Some of the 
liquidation has since turned out to 
be fairly well timed, too, although 
the ultimate decision on that point 
is still pending. Does it mean that 
“smart” money was getting out of 
the market? Not by any means. 

When the president of Amalga- 
mated Rubber decides to buy some 
International Motors because he 
thinks the automobile outlook prom- 
ising, he is likely to switch out of 
some of his own stock and into the 
other. The sale is given full pub- 
licity, but because he has no official 
connection with the motor company 
the purchase is not reported. It 
looks like liquidation—actually it is 
switching. 

Or if the same man wants to in- 
crease his investment in the tire in- 








dustry he is given substantial in- 
ducements to buy, not his own 
company’s stock, but some other 
that will gain by the trend in the 
industry. Doing this he is under no 
requirement to report the transac- 
tion; and if he should for any reason 
wish to sell the newly acquired stock 
within six months there will be no 
liability to give up any profits ac- 
crued to his company, as is the case 
when an insider trades in and out 
in his own securities. Add to these 
considerations the natural desire of 
large investors to diversify their 
holdings and the provisions for fu- 
ture estate taxes always going on, 
and it is clear that a false emphasis 
is placed on the sales reported as 
against the purchases. If records 
had been kept back that far, they 
would show much the same process 
going on for the last forty years or 
more, only occasionally a good indi- 
cator of insiders’ true opinions. 
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Courtesy Caterpillar Tractor Co. 


The land itself has not for years seemed so gracious a host as it does 
to Americans today. Bountiful on the whole, ready to produce more than 
our own needs, it asks only care—and freedom from bomb and shell holes. 


While the rest of the world fights its way into famine, our farmers gradu- 


ally work their way back to prosperity, stiffening the backbone of the 


whole economy. The farm equipment industry is discussed on page 664. 
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Questions of the Day 


What is the next month likely to bring in the way 
of war developments? 


Most of the professional commentators predict dy- 
namic action very soon: a German smash at the flanks 
of the Maginot line, plus mass air and sea attack on 
England; or an Aldlied offensive aimed at Germany’s 
back door either through Scandinavia or the Balkans. 

Perhaps so. Perhaps not. For six months the war has 
been far different from the devastating blitzkrieg the 
experts had expected. It is certainly possible that for 
an indefinite time to come it may remain essentially 
what it is now: that is, blockade and counter-blockade, 
propaganda and intrigue. 

During the World War and since it has been conclu- 
sively demonstrated that a successful large scale offen- 
sive requires a superiority of at least three to one in 
striking power to overcome the inherent advantage that 
lies with the defense; that an even larger ratio of supe- 
riority is required where strong defensive fortifications 
exist, as is true on the western front; and that when 
opposing armies are fairly even in numbers and quality 
a stalemate is virtually inevitable, with economic power 
at long last determining victory or defeat. (This omits, 
until some evidence appears, the possibility that Ger- 
many may have some dreaded super-weapon in reserve.) 

Bearing these simple facts in mind, there is no logic 
in any western front offensive by either side; an Allied 
offensive through Scandinavia would be almost certainly 
pre-doomed to failure; and to have any chance of suc- 
cess an Allied attack through the Balkans would require 
(1) much larger forces than are now reported to be sta- 
tioned in the near east, (2) active cooperation from Tur- 
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key and Rumania, and (3) tacit cooperation by Italy. 
This is not to say that logic will prevail. There has 
never been a major war without the blunders and mis- 
calculations of general staffs or civilian big-wigs. It 
would be indeed novel if this one proved an exception 
and if all past military lessons were remembered. Then, 
too, on the Nazi side, sheer desperation may eventually 
dictate action. But what—if anything—will happen to 
alter the military status quo this spring is literally any- 
body’s guess, and meanwhile one would be foolish to 
take too seriously the cock-sure “experts” who daily 
clamor at us over the radio and through the press. 


In view of the growth of our industrial output 
since 1914, how much in war orders would be re- 
quired to exert as much relative influence as did the 
war demands of 1915 and 1916? 


If we take recent foreign trade figures and allow for 
the announced Allied buying program we can arrive at 
a minimum estimate for 1940 exports somewhere between 
$3,800,000,000 and $4,200,000,000. This would be a 
handsome gain—but would fall far short of producing 
the same proportionate stimulus for business as oc- 
curred in the World War. The 1915 export gain over 
1914 was about 70 per cent. To match that this year 
would require sales abroad well over $5,000,000,000. In 
the World War period the value of our total industrial 
output increased from $24 billions to $62 billions, reflect- 
ing both physical gain and radical price inflation. An 
equivalent performance in this war would mean a jump 
in value of industrial output to a dollar total of about 
$150 billions—and an easily balanced budget! 











Ts. 9 Soo GL! 


BY CHARLES BENEDICT 


POOR LITTLE RICH UNCLE SAM 


leet HAIRS are sprouting rapidly wherever there is 
any hair on the heads of serious thinkers these days. 
The cause of this particular anxiety has to do with what 
will happen to the United States if we continue to pile 
up gold. Yet, the big problem facing this country at 
present is the price we are paying for gold—rather than 
the quantity of the precious metal we have on hand. 


In the first place—only if the gold mines in Africa and 
Canada are rapidly being depleted do we have any reason 
to worry that we will be left holding the bag. According 
to authoritative reports, these gold deposits are still enor- 
mous. Under such circumstances, it is inconceivable that 
England, who controls these supplies, will advocate the 
dethroning of gold from its important position as a mone- 
tary base and thus deal a deathblow to Africa—and a 
crippling one to Canada. 


The facts are: that today the United States possesses 
the largest amount of gold above ground—while Britain 
possesses the largest amount of gold below ground! But. 
by speeding up production, England could in a short 
space of time produce five to ten billion dollars worth of 
gold for her own purpose, if need be—outstripping us as 
a holder of gold in a couple of vears. And still retain her 
source of supply. 


Today—her advantages are: (1) —That she can sell 
to the United States, at $35 an ounce, gold which costs 
her only a few dollars to produce, the profit from which 
helps greatly to finance her war. (2)—That it is helping 
her, as well, to avoid a devastating inflation internally 
with its resulting political implications—and its menace 
to her world financial position. The Bank of England 
still carries its gold at the old price in sterling which 
equals $20.67 per ounce in dollars. There has been noth- 
ing to gain in accepting the book profit available. 


Tomorrow—her profit on gold would enable her to 
subsidize British industry on such a vast scale that it 
would give us something to think about as far as foreign 
markets and even our domestic markets are concerned. 

We are already feeeling the effects of cheapened sterling 
which gives the English exporter an advantage over his 
American competitors. While, for some time now, we 
have been adversely affected by British control of low 
cost gold which has enabled her to keep the price of com- 


652 


modities she buys at a low level; while, at the same time, 
the prices of English controlled raw materials, like rub- 
ber and tin, have risen artificially due to the combination 
of manipulated quotas imposed on producers by cartels 
operating from London—and the shortage of “bottoms” 
in which to carry these goods. 

It can be plainly seen that if England pays us in low 
cost gold for goods which she purchases from us, and 
charges us in sterling based on a $35 an ounce dollar for 
goods we buy from her—she is getting us “coming and 
going.” 

To add to this situation, Britain’s attempt to control 
the seas and the air is greatly interfering with normal 
American trade as well as that of the other neutrals. 


It is now evident to the world that British interests 
struggling to maintain their financial and commercial 
dominance will fight to the last ditch—and let the blows 
fall where they may. 


Sympathy With Eyes Open 


Sympathetic as we may be toward the Allies—and 
hating German brutality as we do—yet, we cannot close 
our eyes to the serious dangers that confront us. 

Now, as heretofore, a feudal British business controls 
the government. The objectives are—trade and sterling 
supremacy. The weapons are—low prices and low cost 
gold. 


If the war continues England is bound to intensify 
her trade program. Canada is even now in the throes of 
an incipient boom—while restrictions of one kind or 
another are hampering our foreign trade. 


Just as in 1926 English propaganda sold the world the 
idea that she should retain the position as money center 
of the world because of her experience—and the fact that 
the machinery for this control already existed in London 
—today we are being sold the idea that the world would 
be better off if England retained her “benevolent” eco- 
nomic control over the world as well. 


In the battle for power between Britain and Germany. 
we are inclined to favor the English—but why should 
either one of them control? The markets of the world 
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ould be left free—and the United States should have 
jer fair share. 

Again, we have been affected by our sympathies in this 
isis where it has seemed to us that we were witnessing 
ihe tragic decline of a great empire—and our inclinations 
yee to be generous under the circumstances. To the 
nore cynical there was the belief that the collapse of the 
wwer of Great Britain would adversely affect the whole 
yorld as well as the United States—and that it was to 
wr interest to stand by. 





But this situation has been altered considerably since 
he United States set a firm price of $35 an ounce at 
shich it would purchase all gold offered. So that today 
fugland is no longer facing any danger of financial col- 
pse—War or no war. 

This explains the very “queer” struggle we have been 
yitnessing. The war machines and the battlefronts are 
nerely a facade, while the real combat is in the field of 
«onomics and finance—where the slogan is “business 
must go on.” 

This low cost gold has given England the confidence 
to carry on a “war of appeasement” rather than in the 
lattlefield. Huge loans and trade advantages have been 
the keynote. There were loans to Austria and to Czecho- 
dovakia—even after Munich—to Poland, to Rumania, 
to) Turkey. No—there is no danger that England will 
ick for gold with which to carry on this fight. 

And, if the war were over tomorrow and Britain had 
won—what assurance have we that she would not launch 
a subsidized campaign that 
would make a great dent in the 
United States? If we are to 
judge by recent events, it is clear 
that we must begin to look after 
ourselves. 








We accepted the decline in 
our exports of foodstuffs to En- 
sand and excused it on the 
ground of being a legitimate war 
economy. At the same time we 
ae confronted with a deluge of 
British made foodstuffs that 
ae undercutting our domestic 
prices, 


Next we hear that England 
inds it expedient for political 
rasons to place her orders for 
bacco with Turkey rather than 
the United States... to stimu- 
lite her trade she proposes to 
buy her cotton in Brazil 

that the billion dollar airplane 
oder headlined a few weeks ago 
has been cancelled—possibly to 
pinish us because the Pan 
American Clipper has decided 
wot to make a stop at Bermuda 
nther than have our mail tam- 
bred with . . . or to express an- 
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noyance because of Mr. Welles’ much-publicized mission. 
Allied purchases in this country are being handled 
by Anglo-French nationals and bureaus to avoid the 
payment of any commissions to American middlemen. 
Foreign banking firms are opening in the United States 
to handle these transactions so all exchange profits will 
be retained as well. Then, there is the threat of British 
owned American securities hanging over our markets. 
And all this as at time when we are supposed to be 
on terms of sympathetic friendship. Just now we 
need some evidence of good will on a. mutual basis. 


Our Weapons 


There are several things that we can do. First among 
which is to establish a free gold market—at least it would 
give us a basis for discussion and compromise at the mo- 
ment with other nations. Insist that Britain supply us 
with the commodities requested instead of gold. That she 
buy cotton, tobacco and such products as we find would 
dislocate our internal economy if sales abroad were to 
cease suddenly. Refuse to buy foreign silver and gold 
on the ground that we have enough. Make it possible 
for our citizens to hold gold again if they choose. 

Then there is always the matter of the debts which 
we now know England can afford to pay; that in part 
payment we take the American securities she is so 
anxious to sell. 

There are other ways—but these two are enough for 
the moment. 





Molten gold at the Randfontein mine. From South Africa and from Canada the metal flows 
through various channels until it re-enters the earth at our own Fort Knox depository. 
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Whats Ahead for the Market 


Mid-March brings expectation of more decisive news 
bearing either on war or spring business situation. Mean- 
while, prudence still dictates a policy of watchful waiting 
for disclosure of the eventual trend out of the deadlock. 


BY A. T. MILLER 


ane in one direction or the other is always 
expected of the stock market—particularly of one that 
is generally credited with being a bull market. When the 
averages come so near absolute rigidity as they have in 
the last few weeks, the effort to find acceptable explana- 
tions of such behavior is intense. Likewise, predictions 
grow confident that the stalemate will be broken very 
shortly and very decisively. In the present instance the 
predictions themselves have become a trifle stale, since 
they have been repeated from various quarters in a 
steady string starting last October. 

It must be admitted, however, that the chances do 
increasingly favor a breakout. Perhaps nothing so immi- 
nent as many observers have been positive lay just 
ahead for the last five months, possibly a disappoint- 
ment in dramatic values, but nevertheless a move of 
some sort out of this prolonged trading range. Majority 
opinion can hardly be wrong here, except in such details 
as the direction of the move, its timing, and the distance 
to be covered when the averages get under way again. 

Assuming as almost everyone does that this is a reac- 
tion and resting spell in a bull market, there is always 
the temptation to interpret lack of progress on the down 
side as the sign that the correction has been completed, 
that the next move must be upward. After all, the major 
upswing from last April to September lasted only five 
months, and here we have the strange sight of a reaction 
which has already consumed more time than its preced- 
ing action in the main trend. 

Precise measurement of these reputed shifts in the 
major trend is not vital to successful investment. There 
has been little satisfaction, for example, in owning the 
representative stocks since the first of the year, even 
though one felt certain that the fundamental direction 
was upward. “Bull” and “bear” markets nowadays have 
developed the habit of ending at about the point where 
they have been recognized and identified as such by all 
concerned. Without assuming that the long swings of 
other years are gone forever, we can at least avoid hing- 
ing all plans on them. 

It is an addition to perspective, however, at a time 
like this to look around and see where the general march 
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of prices has been heading. We have the comfort of 
knowing that the 1938 low point was far above those of 
1932 and 1933, and that the end of the bear market in 
the following year held in turn well above the 1938 bot- 
tom. If all these movements had been squeezed closer 
together in point of time, the rising bottoms of the past 
few years would be more obviously reassuring. But on 
the other hand, the failure for a year and a quarter to 
get through the top made in the fall of 1938 speaks less 
encouragingly of the long trend of prices. 

The problem of the negro mother down in Florida 
resembles our difficulty in timing the larger market move- 
ments. Investigators checking up on the effects of the 
January cold wave asked her the ages of her four chil- 
dren. She couldn’t remember but wanted to be helpful, 
so finally contributed this: “Well, I got one lap child, 
one creeper, one porch child and one yard young ‘un.’ 

Considered strictly as a lap child born less than a year 
ago, this bull market has very little of which to brag. 
In fact, the industrial average is now a couple of points 
lower than a year ago at this time, when we were off 
cially in the midst of a bear market. Or if the major 
turn be dated back to the spring of 1938, then the up- 
trend is a creeper and the progress somewhat more imt- 
pressive. And the fact that the average is now withina 
dozen points of the high for the last two and a half years 
indicates that somebody is willing to buy stocks regard- 
less of war and business discouragements. 

Professional traders have been inactive in keeping 
with the volume of trading; investment trusts have 
undoubtedly done a small amount of selling on balance; 
odd-lot transactions during February were on the sel 
side by a substantial balance; Europeans, too, have been 
more interested in selling than in buying. Yet prices 
keep near enough to the upper limits of their two-year 
range to suggest that money from some sources is goilg 
into the market, without hurry but persistently. Whether 
it will eventually prove plentiful enough to turn prices 
up through former highs is a question to be answered 
by the course of events still to come. 

It will be disappointing if some clue to the major pe 
plexities does not appear within the next few weeks. 


THE MAGAZINE OF WALL STREET 





Howev 
world r 
ries On 
become 
When \ 
asprin; 
of acql 
bring, | 
This 
one of 
a work 
absolut 
been te 
news; ¢ 


MILLION SHARES 








‘ort of 
108e of 
‘ket in 
8 bot 
closer 
e past 
Sut on 
‘ter to 
ks less 


‘lorida 
move- 
of the 
r chil- 
elpful, 
child, 
un.” 
1 yeat 
brag. 
points 
e offi 
major 
e Up 
e im- 
‘hin a 
years 
gard- 


eping 

have 
lance; 
e sell 
been 
prices 
-yeal 
going 
ether 
prices 


vered 


7 per 
eeks. 


REET 


However, so far as the European war is concerned the 
world may as well become reconciled to continuous wor- 
ries one after another until its methods and outcome 
become completely clear. And that time may be remote, 
When we learn more about the chances and the nature of 
a spring drive by either side we shall also run the danger 
of acquiring new anxieties over what the summer is to 
bring, then the autumn and the winter. 

This is not to deny the ability of the market to stage 
one of its own drives despite the major uncertainties of 
a world war. We consider it necessary to preserve an 
absolutely open mind on that point until prices have 
been tested with some piece of decisively good or bad 
news; er, conceivably, until price action itself gives the 


answer in advance of actual developments on the war 
or business fronts. A possible early chance for the mar- 
ket to show its mettle will come when industry registers 
a definite turn—say a jump in steel operations or a 
strong acceleration in car loadings. The alternative type 
of test, of course, would be afforded by a deepening of 
the current business downtrend. 

It is not wishful thinking to say that the prospect is 
better than the circumstances of war and business reces- 
sion would indicate. The immediate future is still too 
muddled to justify new commitments of a speculative or 
cyclical nature at this point; but our previous warnings 


against undue pessimism should be repeated. 
—Monday, March 4. 
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The Business Spotlight Shifts 


End of Production Boom Puts 


Emphasis on Defensive Strength 


By HENRY L. BLACKBURN 


 _ today is good, bad and indif- 
ferent—all at the same time. That is one 
of the reasons why the situation is ac- 
tually a bit harder than usual to judge, 
because the various layers of the economy 
have been heaving and buckling in every 
direction. The steel makers and many 
other heavy goods have had a boom and 
a slump within six months. Aircraft and 
certain machinery lines are just hitting 
their stride into the boom stage. Auto- 
mobiles have had the pickup and are now 
wondering about the reaction. National 
income and spending are holding rather 
doggedly to the ground gained. 

As a matter of fact, the chief reason for calling busi- 
ness bad today is the action of the Reserve Board’s index 
of industrial production, which only two months ago hit 
a new all-time peak above the 1929 level. It has since come 
down from an average of 128 for December to below 110 
in the latter part of February (although the average for 
the whole month was probably better) —a trend which, if 
followed for another month, would put us back where 
we were last summer just before the doldrums were left 
behind. 

Like it or not, the sudden spurt in industrial produc- 
tion which began with the outbreak of the war is now 
being counterbalanced by a dip, as such spurts usually 
are. It means that demand in excess of consumption has 
come back to realities. Inventories have not yet shown 
a downturn, but they have lost some of the upward 
momentum of earlier months, and new orders tend to 
run below rather than above current needs in capital 
goods and consumers’ durable goods. 

The index of manufacturers’ inventories compiled by 
the National Industrial Conference Board averaged a 
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Courtesy of Republic Steel Corp. 


3 point gain for each of the last five months of 1939, 
closing the year at 127, and it rose another 3 per cent in 
January. Since then, however, the relationship be- 
tween purchasing and manufacturing activity has in- 
dicated that the upward trend in inventories is near a 
halt. 

The outstanding example of the abrupt changes that 
have been going on between production and consump- 
tion is of course the steel industry. Operating at 55 per 
cent of capacity a year ago and at 65 per cent now as we 
go into March, the archtype of heavy goods has quite 
evidently made some net progress during the twelve 
months. Without the tremendous gains of last fall. 
there would be little reason to worry about the trend in 
steel today. But from the 60 per cent level of late sum- 
mer, operations shot up almost vertically to better than 
94 per cent of capacity—a rate which strained every mill 
muscle, brought retired equipment into use again. and 
obviously could not be maintained for long. 

Concern over the steel rate has to do not with the cur- 
rent level of output, but with where it is headed as dis- 
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dosed by Where it is commg from. In a word, the trend. 
fad the bulge in production not occurred, the present 
tate of affairs would seem not at all bad, although most 
nits in the business would be earning small profits or 
sue. Meanwhile, the actual consumption of steel has 
pursued a fairly steady course for a volatile industry. 
With operations at 65 per cent and new orders possibly 
it 40 to 45 per cent, backlogs at the mills are being 
yorked down rather rapidly. But requirements of manu- 
acturers go On at a rate which undoubtedly exceeds 
her current ordering and which is the main sustaining 
ree in the whole steel picture today. 

Having had the bulge in production, the spotlight has 
wee more shifted back to the rate of consumption—not 
i the narrow sense of use by the ultimate consumer, 
jut the whole process that serves to move production 
ilong until it is out of the way and decks are cleared for 
anew pickup in orders. The speed of this process, 
jlus business confidence, is the deciding factor in the 
future rate of production. 

One of the points at which the production-consump- 
tion equation will have particular importance is in the 
aitomobile industry. As a leading user of steel and other 
naterials, this business partakes of the nature of both 
production and consumption. When output of cars was 
stepped up last fall the makers were fairly well covered 
isto their steel requirements, and they have since been 
able to handle their buying so that no particular pres- 
are for higher prices was exerted, nor were deliveries a 
problem. They are due to come back into the market 
or steel very soon, not only for further work on current 
models, but in long range planning for the new season 
darting late next summer. They will play a large part 
in determining the rate of steel operations in the weeks 
ahead, but their demands are naturally subject to changes 
in production schedules. 

The course of production was upward all through the 
ust five months of 1939, from a low of 56,233 passenger 
ars in August to a high of 357,663 in December. In 
lmuary there was a slight easing to 348,775 cars, and 


February registered a further decline, although both 
these months were well above a year earlier and at or 
near the records for the periods. Registrations, mean- 
while, dipped in September when the new models were 
just coming out, then moved steadily higher each month 
through January. While last month’s figures are still in 
doubt, there is a chance that the normal seasonal decline 
from January may have been avoided and that the up- 
trend in retail sales continued despite unusually bad 
weather in parts of the country. 

At no point since last summer, however, have registra- 
tions caught up with production. Re-stocking of dealers 
has taken its ordinary course on the assumption that the 
current trend of gains in retail sales over a year ago would 
be continued. In other words, as a consumer of steel, 
the automobile industry has been producing in excess of 
its own consumers’ week to week needs. Schedules now 
call for greater output in March than in February, de- 
pending on sustained strength in consumer demand. 


Motor Output Maintained 


The actual determination of steel purchases to be con- 
tracted for by the automobile makers will depend on 
their estimates of ultimate consumption of their product 
—of retail sales, for this purpose. Short term variations 
in output will continue responsive not only to the 
strength of public buying but to manufacturers’ confi- 
dence in the forces that create public buying of the 
future. And although the motor industry has had a pro- 
duction boom since war broke out, it remains one of the 
few cases that have not yet experienced a correction. 
The reason is that consumption has followed closely 
along, upholding the high rate of output. 

Industries that deal most directly with the consumer 
have of course suffered relatively little from the reaction 
in the business indexes. The Federal Reserve Board 
seasonally adjusted index of department store sales 
dipped in January to 92, but the comparison with last 
August's 89 is still favorable and probably only a small 
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further decrease was registered last month in this index. 
Most recent available figures show that sales of report- 
ing department stores in the New York Federal Reserve 
District for the three weeks ended February 17 were 
slightly below the same period in 1939. Bad weather in 
this section of the country is blamed for the poor show- 
ing, however, and it seems likely that the excuse will 
prove a valid one. At least it is known that until the 
weather turned unfavorable a steadily reassuring com- 
parison with a year ago was being compiled. 

Rural sales have, to all appearances, maintained their 
advance over last summer, before the bulge in produc- 
tion. The seasonally adjusted index stood at 134.5 
in January against 131.1 in August. Farm income has 
been definitely the gainer during the war months, with 
prices in general working considerably higher. Since the 
farmer’s purchasing is spread so widely, the support for 
production rates is not immediately visible. Yet because 
this spending has stability, because its trend can usually 
be depended upon to change gradually when it does, it 
plays a vital part in determining the pace of production. 

The practical value of distinguishing between the in- 
dustrial production index and business as a whole is il- 
lustrated by the accompanying chart. For the purpose 
of the comparison, the MaGazine or WALL StTREET’s in- 
dex of business activity is presented without its usual 
adjustment for growth of population. Both lines, how- 
ever, are adjusted for seasonal variations. 

Two points in this comparison strike the eye imme- 
diately. In the first place the Federal Reserve index 
fluctuates more widely. Just as steel operations out- 
swing shipments and sales of nails, the index of indus- 
trial production moves more rapidly than the general 
business index, which includes distribution as well as 
production, and gets indirectly at the consumption side. 
In the second place, as would be expected, the produc- 
tion line moves earlier than the business activity line. 


Courtesy of Republic Steel Corp. 
Manufacturing woven wire fencing for the special needs of the farmer. 
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In both 1929 and 1937 production topped out befor 
general business, while in 1932 the low point came almoy 
a year earlier. The notable exception to this time yeh. 
tionship occurred in 1938 when the production indy 
continued downward after the business index had mak 
a bottom. In 1939 the timing was very nearly identical 
The first effect of a sudden uprush in production js tg 
lift other parts of the economy along with it, to increas 
payrolls and national income. Each time a wide gap js 
left, however, the eventual result is a reaction in both 
lines. Take the 1933 case for an example. The produ. 
tion index went from 59 to 100 in four months. Sing 
this sudden increase in output was obviously not being 
consumed at a comparable pace, it was necessary either 
that production should fall or that general busines 
should immediately speed up at a phenomenal rate. 


Producing for Inventory 


Here, as elsewhere when a similar gap has been opened, 
there could be little doubt that inventories were being 
built up by producers or manufacturers or distributors, 
all three classes. The inducement may have been rising 
prices for raw materials which threatened to spread 
through semi-finished and finished goods. This is prob- 
ably the most frequent reason for excessive inventory 
buying. It may have been fear of delivery delays, either 
because of labor troubles, or possibly in anticipation of 
competitive buying from other sources. Last fall the 
business world was concerned lest European orders clog 
the books to the point where domestic requirements 
could not be filled. Under such circumstances it is na- 
tural to buy ahead, particularly if the whole setting sug- 
gests rising prices as well. 

Even when optimism proves to have been justified 
and the general trend continues in the direction of im- 
provement after a period of excessive production, it stil 

holds true that a correction must 
be made. The bulges in 1933 
and the years immediately fol- 
lowing were wrong only in ex 
tent, yet they invariably her 
alded a coming setback both in 
production and in general bus- 
ness. 

Applying the precedent to the 
events of late 1939 and early 
1940 we get a better idea of the 
possibilities in the current sit- 
uation. Production has tended 
in the last two or three years 
to stick fairly close to the bus 
ness activity index. Its swings 
have, in fact, carried it consid- 
erably below the other line for 
the first time in the period cov- 
ered by the chart. Another dip 
of this sort would not be an ul 
reasonable expectation. In that 
case, we should be able to se 
quite clearly that the absorption 
of excess production was the 
fundamental problem. Or 


(Please turn to page 708) 
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Year’s Ineome 


More Concerns Enter the "Competition 
With Credit" Every Year — And So 


Far Without Disastrous Consequences 


BY HENRY D. STEINMETZ 





clude any hard and fast conclusions regarding the long 
term trend of the practice except that it obviously is not 
downward. The Government has estimated that total 
retail transactions for the latest cyclical peak year, 
1937, were about $5,000,000,000, as compared with 
$6,500,000,000 in 1929. In a recent authoritative study 
however, the Russell Sage Founda- 
tion places total consumer credit 
























Scripture and the economic veri- 
ties are frequently quoted by the 
yard to point out the essential evils 
of the deferred payment idea but, 
on most counts, there is something 
to be said on the other side too. 


than most others, is that installment 


swings of the business cycle, but 
even here the argument does not 
go by default. Some possible solu- 
tions to a much mooted question 


outstanding at the end of 1937 at 
$8,326,000,000 or slightly above the 
$8,183,000,000 outstanding at the 
close of 1929. 

As measures of installment credit 
or its equivalent, the figures of both 
these sources are open to criticism. 
The Government’s do not take into 
account that part of credit extended 
by cash lending agencies which, 
while not installment credit in the 
narrowest meaning of the word, is to 
all intents and purposes the same. 
since it is used to buy merchandise 
and is frequently repayable m install- 
ments; bank financing of automo- 
bile purchases, already cited, is a 
case in point. On the other hand, 
the Foundation’s figures include 
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themes of all descriptions have burgeoned in almost 
every line of retail trade. It is estimated that more 
than half the sales of home appliances (refrigerators, 
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Available statistics on installment selling do not give 
in altogether accurate picture of the situation and pre- 
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some consumer credit, such as that 
represented by retailers’ charge accounts, that is not 
installment credit. 

Taking the Foundation’s data for that group of 
creditors it labels “intermediary financing agencies’ — 
that is, bona fide sources of installment credit such as 
finance companies, manufacturers extending installment 
credit to retail customers and the installment loan de- 
partments of banks—we find an increase from 1929 to 
1937 of more than 58 per cent in the outstanding volume 
of receivables. Although this data does not include 
installment credit granted by retail merchants (the 
Foundation’s figures in the latter field are not broken 
down between open book and installment receivables) , 
it does suggest continued growth in what is usually 
thought of as the installment field proper. 

Further evidence of the continuing evolution of the 
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time payment principle was apparent in 1939 for the 
year witnessed such major developments as elimination 
of the down payment requirement by a number of large 
New York and Philadelphia stores, re-establishment of 
36-month terms by two leading finance companies and 
the demise of an old and familiar advertising slogan— 
“No one is in debt to Macy’s.” 

The growth of installment selling, however, has by 
no means gone unchallenged; it is under almost constant 
attack on various grounds both moral and economic, 
some charges being justified and some not. The point is 
frequently made, for instance, that the assumption of 
an installment obligation is a mortgage of future income 
or, more specifically, that the payments to be made are 
no longer available for other purchases. Which, of 


course, is true enough, but would also be the case if, 


amounts equal to the payments were saved each month 
and the merchandise then bought for cash. 

Again, it is argued that time payment plans encourage 
spendthrift habits. The chances are, though, that those 
inclined to imprudence in the management of their per- 
sonal finances would be just as much so if there were 
no such thing as installment credit, the chief difference 
being that their alternate periods of personal prosperity 
and depression. would not reach such extremes. There 
is the criticism, too, that installment payments slow 
up the settlement of other bills, and on this point, as 
any doctor or any merchant operating charge accounts 
will readily testify, there is little room for argument. For 
people will inevitably, where a choice must be made, first 
meet those obligations of which default would result in 
loss of the merchandise and of part or all of the equity 
already invested. 

The principal charge for which the installment system 
is under indictment, however, and one that is a good 
deal less debatable than most of those mentioned above, 
is that it tends to accentuate the upward and downward 
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swings of the business cycle. Not only does the absolute 
volume of credit outstanding rise and fall sharply 
business activity waxes and wanes, but installment sale 
as a percentage of total retail trade decline substantial}; 
in periods of depression, rising again with the retun, 
of prosperity. When times are good, consumers ay 
confident of their ability to pay and increase their yy 
of credit accordingly; credit agencies, also confident of 
collections, liberalize their terms. Precisely the reyerg 
occurs when times are bad. The net result is an add. 
tional element of leverage making for greater instability 
in an economy that is already too unstable. 

The problem is one that has been recognized fy 
some time and has received no little attention from 
economists and others who feel that many of thi 
country’s social difficulties would be greatly relieved j{ 
only a way could be found to flatten out the busines 
cycle a bit. To define the problems and to suggest ; 
means of handling it was the purpose of the Russel 
Sage Foundation’s study which was five years in prepara. 
tion. The solution offered is rather interesting. 


Installment Credit Control 


“The most volatile segment of consumer credit,” says 
the Foundation, “is that which arises out of installment 
sales of consumers’ durable goods. For these trans. 
actions the requirements of creditors with respect to 
down-payments and periods of amortization exert a 
powerful influence upon credit volume, and it seems 

\probable that manipulation of these terms would pro- 
vide the means of controlling the violent fluctuations of 
consumers’ capital financing. . 

“It is desirable that the agency selected to control 
the terms of credit sales of consumers’ durable goods 
should have extensive facilities for collection and inter- 
pretation of statistical data concerning business cond:- 
tions and consumer credit movements, that the con- 
tinuity of its policies should not be broken by changes 
in political administrations, and that it should have some 
measure of freedom from pressures of partisan politics 
The Federal Reserve System would seem to meet these 
standards more fully than other agencies. Moreover, i 
is through the banking system that control of the terms 
of installment sales could be most readily exercised. 
\Banks are the principal ultimate source of credit for 
financing purchases of automobiles, refrigerators, auto- 
matic furnaces, pianos and washing machines. It should 
be possible, with very little modification of existing 
facilities for bank supervision, to limit the portfolios o 
banks to consumer credit paper which came within the 
down-payment and amortization standards fixed by the 
Federal Reserve System.” 

What is proposed here is to place in the hands of the 
Federal Reserve Board one more credit control tool i 
addition to the variety it already has—open market 
operations and manipulation of rediscount rates, member 
bank reserve requirements and minimum stock markel 
margins. It is true that these latter are designed essel 
tially for the control of speculative and producer-cretlt, 
and that regulatory powers over the volume of col 
sumer credit might be a logical complement from the 
standpoint of achieving a well-rounded control of al 
credit centered in the Federal Reserve Board. 
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Qne may naturally wonder, 
however, What grounds there are 
for believing that the Board 
would prove any more adept in we 22 & 
handling this new credit tool sae csssnaios 
than it has in using those it 
already possesses. The record , 
is anything but reassuring. "PILOT. 
Without for a moment imputing 
to the Board all our woes of 
1937-38, it cannot be denied that 
it was as heavy-handed on the 
brakes in 1936-37 as it 

was light-handed in 1928-29. 

The fault did not necessarily lie 

with the men who comprised the 

Board but rather with what 

they were attempting to control. 

For trying to put on the credit 

brakes gradually—not too little 

and not too much—is very much \ 
like trying to fire off a cannon 
gradually. 

The Foundation itself, inci- 
dentally, recognizes the probable 
ineficacy of liberalizing credit 
terms in times of depression as 
arecovery stimulant. For though 
the demand for credit is defi- 
nitely elastic in periods of pros- 
perity, it is particularly insensitive to lower rates and 
more attractive terms during major business slumps. 
That holds for consumer credit as well as speculative 
and producer credit. 

But apart from the matters of the skill or lack of it 
with which consumer credit control might be employed 
and of how effective it would prove in any event, there 
is the even more fundamental question of whether the 
degree of instability that installment buying undeniably 
adds to our economy is great enough to warrant remedial 
action. For the net contribution of time sales to the 
$25,000,000,000 expansion in retail trade that occurred 
from 1932 to 1937 was only about 1314 per cent. In the 
latter year, moreover, such sales represented but 12 per 
cent of total retail turnover. Of course, if they were 
eliminated entirely it would admittedly make something 
of a dent in retail trade, but nobody has proposed that 
they be eliminated entirely and the percentage by which 
they might be curtailed or stimulated from time to 
time could scarcely mean much from the standpoint of 
total consumer spending, let alone consumer and _ busi- 
ness spending combined. And it is the latter kind of 
spending, incidentally, that it is by far the more impor- 
tant of the two in determining the course of the business 
cycle, since it maintains a considerable time lead over 
consumer spending on both upturns and downturns. 

Again, it is well to bear in mind that installment credit 
on its present-day scale is the product of the consumers’ 

\ durable goods industries that within the past 25 years 
have come to occupy such an important place in our 
national standard of living; though time sales. still 
account for a rather minor proportion of overall retail 
trade, they represent, as we have already seen, a very 
sizable part of the sales of automobiles, refrigerators and 
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Close to a Third of All Radios Are Sold on Terms 


so on. Without installment credit these industries could 
scarcely have reached anything like their present status 
with respect to volume of output and employment and 
quality of products. The point is worth remembering 
both as regards encouraging their continued prosperity 
and growth and in connection with the development of 
such promising infant industries as television, air-con- 
ditioning, frequency modulated radio, civil aviation 
and others. 

It is not intended to imply, of course, that control 
would mean the end or even the serious impairment of 
installment financing or that the assignment of regu- 
latory powers to the Federal Reserve would be such a 
frightful calamity. The question posed, rather, is 
simply this: why give the Board additional powers that 
are not particularly needed, could not be especially well 
employed and, in any event, would not prove very 
effective? We might better take a leaf from England’s 
book. 

The British Hire-Purchase Act provides, among other 
things, that the seller must quote the buyer separate cash 
and time prices. This prevents the practice that we 
frequently see advertised in this country as “No Extra 
Charge on Time Purchases.” It rewards the cash pur- 
chaser and penalizes the installment customer rather 
than vice versa as when those who pay cash on the 
barrel head are made to absorb a part of the cost of 
carrying those who prefer the easy plan. 

Further, the Act specifies that all requests for repos- 
sessions must be made in writing, barring such practices 
as repossession of automobiles at the curb in the owner's 
absence or otherwise without his knowledge. It also 
provides that when one-third of the time price has 
been paid, the seller can (Please turn to page 706) 
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Labor in Politics 


BY E. K. T. 


Bor political parties are angling for the labor vote 
this fall, as usual, but this year neither party wants the 
open endorsement of the leaders of either camp of or- 
ganized labor. 

The civil war between the American Federation of 
Labor and the Congress of Industrial Organizations will 
in large measure carry over into the political campaigns 
so that if a candidate for public office is endorsed by one 
faction he is apt to be boycotted by the other. Thus 


labor’s political strength is weakened, but there are 


more union members among the voters than ever before 
and their votes are an important factor in national and 
local elections. 

The A. F. of L. will continue its policy of endorsing 
and blacklisting individual candidates on the basis of 
their labor records regardless of party, and the C. I. O. 
may do likewise, although many constituent unions of 
both groups may take partisan stands, particularly in 
the C. I. O. where several unions have already endorsed 
a third term for President Roosevelt. It is unlikely that 
John L. Lewis will again attempt to “buy” a political 
party as was inferred from his reputed $500,000 con- 
tribution to the 1936 Roosevelt campaign, but this 
doesn’t mean he will not take a hand in the election this 
year. 

The C. I. O. chief is on the outs with Roosevelt be- 
cause he feels the President has back-slid in his liberal- 
ism. He has predicted the failure of a third-term try, 
but hasn’t said where he might find a more liberal candi- 
date. It’s not likely he will find one on the Republican 
ticket so he will either have to sulk silently or support 
the Democrat as the lesser (less reactionary) of two 
evils. Probability is Lewis will not be silent, no matter 
how sulky, but is hinting at a bolt now to induce politi- 
cians to come to him for support and to put himself in 
position to influence the Democratic platform and selec- 
tion of candidates. While many candidates consider 
Lewis’ endorsement as a “kiss of death,” most of them 
want to attract the votes of his followers if possible, so 
he is not without considerable political influence. 

How much the two labor groups will fight each other 
in the election depends a good deal on the party plat- 
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forms and the individual national and state candidates. 
A hostile labor plank, for example, would alienate both. 
But to the extent that the two groups differ on legislative 
aims these differences will be reflected in the election, 
as witness the bitter C. I. O. attacks on Taft for his en- 
dorsement of the A. F. of L. amendments to the labor 
relations act. Both platforms will pussy-foot on their 
labor planks but on the whole the G. O. P. pronounce- 
ment is apt to have the lesser appeal to the leftish ele- 
ments which seem to predominate in the C. I. O. 

But Republicans are banking heavily on profiting from 
the fight in labor’s ranks. They reason that thousands 
of union members are fed up with the fight and will take 
it out by not voting the way their leaders tell them. 
A. F. of L. unions are pretty generally for a high tariff 
and should be lured by Republican attacks on reciprocal 
trade. And unless the Administration cleans house at 
N. L. R. B. before election the Republicans can promise 
changes of the sort advocated by the A. F. of L. Also 
the Federation of building trades are mighty sore over 
what they call persecution through Thurman Arnold’s 
anti-trust drive, and this will show up in the ballots. 
After counting on a rather heavy vote from A. F. of L. 
members, the Republicans figure on the support of 
thousands of individual C. I. O. unionists regardless of 
the position of the leaders. They reason many of these 
joined under some sort of compulsion and don’t like 
C. I. O. policies and its radical reputation, so will 
vote Republican as a silent protest and as an indirect 
way of forcing a change in C. I. O. policies and 
leadership. 

The union vote most certainly will be split, but the 
percentages can’t be calculated now. The New Deal 
won't retain the solid labor vote but this defection alone 
will not be enough to defeat it. However, the balance 
would be swung to the opposition by a similar split in 
other groups which have supported the New Deal— 
farmers, reliefers, Negroes, white-collar workers. The 
Republicans are counting on just such splits, and in 
wooing the union vote they are not counting on the lead- 
ers “delivering” their membership at the polls but rather 
on winning the individuals over as voting citizens. 


THE MAGAZINE OF WALL STREET 





Becau 
much of 
will do 
favored 
tionally, 
catering 
includin, 
present 
active S 
nore of 

Roose 
term is 


Third n 
ing, it | 
clicking 
enough 

is whet! 
he will 

and elee 
tion is | 
could pr 
into a fp 


Interna 
have hi 
They d 
nations 
suspicio 
for som: 
to help 
and the 
the war 
have U 
national 
adjustm 
It’s poli 
guess W 
dare di 
under-si 
velt’s ir 


Foreigr 
play a 

tions tl 
always 
eign dé 
and th 
of now 
to ocet 
these a 
Repub! 
meet it 
and thi 


Allied 
chiefly 
hot rea 
pand if 
may be 


MARCH 


lates. 
both. 
lative 
ction, 
iS en- 
labor 
their 
unce- 
1 ele- 


from 
sands 
take 
hem. 
tariff 
rocal 
se at 
ymise 
Also 
over 
old’s 
llots. 
of L. 
t of 
ss of 
hese 
like 
will 
irect 
and 


the 
Deal 
Jone 
ance 
it in 
al— 
The 
1 in 
ead- 
ther 


(EET 


Because of its internal fight, organized labor has lost 
much of its political power. In many places a candidate 
ill do better without any union endorsement than if 
yvored by one group and opposed by the other. Na- 
‘ionally, the opposition will charge the New Deal with 
tering to radicals and revolutionaries of various stripe 
including many C. I. O. members, and to judge from the 
present temper of the country this would indicate that 
active support from the C. I. O. as a block would be 
nore of a handicap than a help. 

Roosevelt’s decision whether or not to run for a third 
rm is not being influenced by Lewis’ dire prediction 


of “ignominious defeat.” Lewis hasn’t said he would 
work against him and he could figure on the already 
pledged support of many lesser C. I. O. chieftains and on 
retaining the loyalty of the rank and file by his personal 
campaigning. There is evidence that he, too, considers 
Lewis a political liability. 

Lots of things will happen between now and election 
day, but present prospects are that the union vote will 
be rather well divided between the two major parties. 
with Republicans gaining greatly by the C. I. O. - A. F. 
of L. feud and by the “silent vote” of members who bal- 
lot as individuals instead of as unionists. 
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third nomination can be had by Roosevelt for the tak- 
ing, it is now apparent. The Garner candidacy is not 
dicking widely and the conservatives will not have 
enough convention votes to block Roosevelt. Question 
is whether he could be re-elected. Current thinking is 
he will not make the try if he thinks he could nominate 
and elect his successor or unless the international situa- 
tin is such that U. S. involvement is threatened or he 
wuld propose to throw U. S.’ weight 

into a peace proposal. 


International plans of Roosevelt 
hve his party members worried. 
They don’t want another league of 
uations fight. Scarcely whispered 
wspicion is that he is feeling around 
for some plan either to get the U.S. 
to help the allies if war gets intense 
and they are in danger, or to stop 
the war if stalemate continues and 
hve U. S. participate in an inter- 
national economic and political re- 
adjustment of Europe’s troubles. 
It’s political dynamite and so much 
guess work even Republicans don’t 
lare discuss it, but there’s much 
mder-surface distrust of Roose- 
velt’s international ideas. 


Wide World Photo 


Foreign affairs, at any rate, will 
Col. Fleming, the new 


play a bigger part in the fall elec- 
tions than is now apparent. It is 
ilways good strategy for the “ins” to play up for- 
tign dangers if things are not going so well at home 
ind this will be done even if the wars remain as 
of now. But new developments and crises are bound 
to occur and Roosevelt can make personal capital of 
these as he did when war was declared last September. 
Republicans are aware of this and are making plans to 
meet it, but have little to shoot at until Roosevelt moves 
and then it may be too late. 


Allied purchasing in U. S. at present will be confined 
chiefly to airplanes and a few miscellaneous commodities 


hot readily obtainable elsewhere. But buying will ex- 
pand if the war continues and the next big block of orders 
may be for ships, as the British expect their shipyards 
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for broader Wage-Hour interpretation. 


BRIEFS 


to be the first and most vulnerable targets of German 
airmen. Administration may try to put pressure on 
allies to take our crop surpluses, but such buying will be 
withheld as a lever to get U. S. to loosen up on credits 
later. Administration also is worried lest concentrated 
allied buying create a spotty boom in a few industries, 
causing economic maladjustments. That would bring in- 
evitable repercussions when peace eventually comes to 
Europe again and these markets are 
no longer of first importance. 


Wage-hour law amendments are 
quiescent and won’t be pushed in 
Congress if Col. Fleming makes good 
his unofficial promises to devise reg- 
ulations and interpretations to re- 
move many of the justified causes of 
complaint. Administration is doing 
everything posstble to delay action 
until end of session. 


Labor mediation bill by Sen. Wag- 
ner is to head off more drastic mea- 
sure being formulated as result of 
House N.L.R.B. investigation. In- 
vestigating committee changed its 
original plans and will get more 
money for extended hearings but will 
make an interim report recommend- 
ing some legislation this session, 
probably along lines of rail labor act 
plus reorganization of Labor Board. 
Fate of such legislation this session is doubtful, but thor- 
ough revision of Wagner act will go over to next year. 


administrator, aims 


Congress session will not end May 15 as Roosevelt 
wants and probably will run a month longer, though 
leaders are aiming at June 1. Roosevelt wants Con- 
gress gone to prevent Administration defeats and party 
schisms and to have a free hand in political strategy and 
foreign affairs, and he has promised no new legislative 
proposals. Very little legislation will be enacted, but 
despite the necessity to get out and campaign many 
Congressmen think it is a good idea to stay in session 
until convention time especially if the European situation 
takes its expected spring turn for the worse and some 
U. S. move is suggested. (Please turn to page 710) 
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Courtesy J. I. Case & Co. 


Are Farm Equipments Oversold? 


Prospective Increase in Sales and Profits Will Regain Only Part of Lost Ground 


IL. was the invention of the cot- 
ton gin in the last part of the 
eighteenth century that founded 
the cotton empire and the pre- 
Civil War prosperity of the South. But it remained for 
the farm machinery industry to make possible the exploi- 
tation of the middle and far-west empires of this coun- 
try some fifty years later. 

Surprising as it may seem, the first significant farming 
machine to be developed only a little more than a cen- 
tury ago was the steel plow. As late as the beginning of 
the nineteenth century, considerable plowing was done 
in our pioneer areas with the aid of only a crooked limb 
of a tree, much in the same fashion that the Egyptians 
and countless other ancient races farmed their lands 
four millenniums ago. 

The first improvement over the crooked stick was a 
wooden wedge which served merely to scratch the sur- 
face of the earth. The next major development was the 
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BY FRANK R. WALTERS 


invention of the one-piece, cast 
iron plow made by Charles New- 
bold of New Jersey in the year 
1797 and finally revised by Jethro 
Wood of New York who devised a cast iron plow with 
interchangeable parts in 1819. It remained for John 
Deere—in about 1837—to bring the steel plow to a point 
where it somewhat resembled today’s product. John 
Deere founded the company that to this day bears his 
name in 1847, and was followed several years later by 
James Oliver who invented and began the manufacture 
of the chilled steel plow in 1853. James Oliver's name 
has been perpetuated in the Oliver Farm Equipment 
Co., one of the important present day makers of farm 
equipment. 

Although the plow had been developed to a relatively 
high degree of efficiency, it remained for Cyrus H. Me- 
Cormick to develop and patent a machine that was 
eventually to banish the sickle and the scythe from the 
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practical farm. Later developments were to banish the 

e, pick, hoe and rake as well but they came more 
within our own times than did the first mechanical 
reaper which was invented in 1831. While the first 


“yeaper was admittedly imperfect, it did manage to reap 
‘more than six acres of oats in less than a half a day, a 


feat that two men could not have accomplished in less 


than three times that time by using the hand methods 
‘then in vogue. Imperfect as the first machine was and 


Yespite the fact that it had many “bugs,” nevertheless, 
en of the basic parts found in today’s most modern 
yombine were present in McCormick’s first machine. 
"With the coming of Deere’s steel plow, McCormick’s 
reaping machine and Case’s thresher, the era of strictly 
jand farming was at an end and the second era—that 


‘gthorse drawn machinery—began. Thus, at that early 


date, was laid the foundation of the present day Agri- 


‘ciltural Machinery and Equipment Industry. Its early 


history is replete with most of the names that are still 


familiar to most investors as being representative of 


gme of the best equipment makers of today. 
The horse-drawn machines grew in size until some of 
the larger reapers and binders took as many as thirty 


‘horses to operate one machine. It was not until the 


successful development of the internal combustion engine 
asa source of power that mechanical farming came 
within the reach of the smaller farm owner. The first 
sasoline powered tractors and combines were expensive 
and of heroic size but their coming opened up wide ter- 
tories heretofore unworkable upon a grand scale and 
made this country the greatest producer of agricultural 
products in the world. 

And not only agriculture has benefited by the efforts 
of the farm equipment makers. Tractors, whose first 
practical application was to mechanical farming, have 
made possible our extensive net-work of fine roads, have 
reduced the time element in almost every job of excava- 
tion ranging from tile ditches and huge earth dams to 
canals and flood control systems. They have become 
common sights even on our city streets where they serve 


to make the roads and then to maintain and clean them. 

As might be expected, farm implement sales closely 
follow farm income. The percentage of the farmer’s net 
income which he has used to purchase farm equipment 
also varies but in recent years it has been approximately 
+ per cent. Since the farmer uses his equipment mostly 
for the production of cereal and root crops—as distinct 
from his dairying and other livestock activities—the fact 
that he devotes approximately 10 per cent of his income 
from crops alone to the purchase of farm machinery 
becomes more significant. Despite the apparently large 
proportion of the farmer’s income which he devotes to 
the purchase of farm equipment it is not extravagant 
when the saving in time and the high cost and scarcity 
of farm labor is considered. 

Fashions vary in farm machinery as they do in auto- 
mobiles and other semi-capital goods. There is a strong 
analogy between the farm equipment business and the 
automobile industry as they both help to make modern 
farm life more tenable and they both started out to sell 
machines that only the comparatively wealthy individ- 
ual could afford to purchase. In both cases, constant 
research and increasing efficiency in both mass produc- 
tion and sales have brought the individual products 
within reach of a broad section of the consuming public. 


Machinery Markets Are Broadening 


The agricultural equipment industry has not been 
quite as quick to adapt its products to the lower income 
groups of the farmers but it has made rapid strides within 
the last several years through the introduction of the 
small, all-purpose tractor and later, the small combine. 
Then too, the industry is fast developing a line of power 
driven hand tools such as garden tractors, power mow- 
ers and the like but as yet, their market is limited and 
their sales play a relatively unimportant part as far as 
total profits are concerned. Nevertheless, they repre- 
sent a concrete attempt by the industry as a whole to 
broaden its field of activity. 
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Sales and Earnings of Ten Representative Farm Equipment Manufacturers 


1939 1939 
Net Sales Net Income 
COMPANY (millions) (000 omitted) 


Allis-Chalmers............. $75.0E $3,500E 

J. 1, Case Co. (0)...... : : NF 352 

6,005 
309 


1939 
$2.00E 
d1.87 

2.89 
d1.40 

1.82 

1.71 


Caterpillar Tractor.......... 
Cleveland Tractor(s). 

Deere & Co.(o)........... 9,469 
International Harvester(o). 12,980 
Massey-Harris(n) : NF 705 -14 
Minn. Moline Power(o). . 64 d .82 
F. E. Myers & Bro..... ; NF 
Oliver Farm Equipment......... 18.8E 


NF—Not available. d—Deficit. 


800 4.00 


425E 1.25E -18 


E—Estimate. 


(n)—Fiscal year ends Nov. 





1939 
Price Range 


share 
1935 


$1.48 
5.70 


Recent 
Price 
483-28 37 
941o-631/ 68 
641/9-38% 4 
6%4- 3% 1 
2514-155, 21 
715-45 Vg 

We- 2g 

6%- 2% 

2.58 52 -431% 
d8.55 30-14% 


1936 
$2.27 
12.37 

5.23 3.16 
-14 1.32 35 
d .59 
d .42 
d3.86 
d4.02 


1.31 

3.28 

-60 d .91 
1.26 -14 


d2.78 
d .67 


5.32 4.94 3.26 


6.44 4.24 41.77 


30. (o)—Fiscal year ends Oct. 31. (s)—Fiscal year ends Sept. 30. 





However, the introduction of a comprehensive line of 
very small tractors has disclosed an interesting market- 
ing feature practically unexpected when the tools were 
first designed. In addition to the generally fine accep- 
tance of the small tractor by the group of farmers for 
which it was designed, there has been discovered a defi- 
nite trend toward a two-tractor farm as there has been 
toward a two-car family. Owners of large tractors have 
been buying the smaller unit to supplement the large 
machine and to do such jobs that would either be incon- 
venient or uneconomical for the heavy machine to do. 

That the tractor has become an integral part of the 
American farm is witnessed by the fact that in 1919 
there were only about 20,000 tractors in service on farms. 
By the end of 1938 there were nearly 1,600,000 tractors 
in service or about eighty times as many as only twenty 
years before. The proportionate growth is much larger 


Courtesy J. I. Case & Co. 
The small Case tractor with corn picker. 


than that of the automobile and there is no indication 
that the saturation point has even been approached 
except in the very heavy classes. Tractors, in common 
with most of our present day mechanical equipment, 
have been streamlined to a point where they are not only 
capable of doing twice as much work as the older ma- 
chines but of doing it at a much smaller cost for fuel 
and labor. 

Tractors are not by any means the only fast growing 
farm tool in general use. Corn-pickers, a novelty in 1919 
are now in use to the extent of more than 70,000 units 
in the relatively small corn-belt alone. Combines—a 
machine that reaps and threshes grain at the same oper- 
tion—have increased 2,500 per cent to 100,000 units in 
use in only two decades; and the introduction of the 
small machine mentioned in the foregoing paragraphs 
makes a considerable expansion in the use of this type 

of machine a distinct possibility during 
the coming years. 

The small combine and the small, all- 
purpose tractor are likely to furnish the 
agricultural implement and _ machine 
makers with the best business during 
the next several years. 

Profits of the manufacturers have 
varied from year to year in common with 
all other branches of heavy industry but 
in the more recent good years, an aver 
age of more than nine per cent of gross 
income has been carried over to net it- 
come available for equity dividends 
This carry-over is facilitated by the fact 
that none of the leading makers of farm 
machinery have a funded debt. The 
farm equipment manufacturers’ ability 
to carry a fairly large proportion of gros 
income to net income compares Vel! 
favorably with that of the automobile 
industry. For instance, in 1938, ten lead- 
ing automobile makers carried about 
5.8 per cent of net sales to net income 
after charges and in 1937 brougli 
down about 9.0 per cent of net sale t 
income available for common abi 


THE MAGAZINE OF WALL STREE! 





prefer 
As a 
machin 
mainta 
tion at 
their 1 
the lea 
ers had 
than 8’ 
sets, $ 
$205 m 
and im 
close te 
full 19: 
availab 
that re 
duced 1 
panded 
year. ( 
$761 n 
nies dic 
$552 
lion wa 
lion wa 
to the 
liabiliti 
nies at 
$71 mil 
equity 
Net sé 
941 to 
6.17 to 
machir 
per ce 
autome 
investe 
As v 
cent of 
new fa: 
$7,711 
produc 
grants 
$8,519 
farmer 
ment 
repres¢ 
sales o 
were ¢ 
shareh 
It is 
somew 
that if 
decline 
to be 
It is 
manuf 
machi 
are pri 
to the 
that ¢ 
cient t 
sales 
farme1 
cultur: 


MARC 

























lication 
‘oached 
Jmmon 
pment, 
ot only 
er ma- 
or fuel 










rowing 





n 1919 & 





) units 
nes—a 
opera- 
nits i 
of the 
graphs 
is type 
during 













ull, all- 
ish the 
achine 
during 









have 
n with 
ry but 
| aver: 
gross 
vet in- 
dends. 
e fact 
f farm 

The 
ability 
f gross 

very 
nobile 
1 lead- 
about 
ncome 
‘ought 
ale to 

and 

























TREE! 





referred stock dividends. 
As a group, the agricultural 
machine manufacturers have 
maintained a fair financial posi- 
tion at all times. At the end of 
their 1938 fiscal vears. ten of 
the leading farm machine mak- 
ers had combined assets of more 
than $761 million. Of these as- 
gts, $85 million was in cash, 
9205 million was in receivables 
and inventories were valued at 
close to $231 million. Although 
full 1939 figures are not as yet 
available there are indications 
that receivables were further re- 
duced while inventories were ex- 
panded little, if any, during the 
year. On the 1938 total assets of 
$761 million, these ten compa- 
nies did a total business of about 
$552 million of which $37 mil- 
lion was net profit and $30 mil- 
lion was distributed in dividends 
to the equity holders. Current 
liabilities of the same compa- ‘ iors 
nies at the end of 1938 were but Courtesy Allis-Chalmers 





$71 million and the stockholders’ the jatest thing in low cost farm machinery—tractor and all-crop harvester—f.o.b. $840. 


equity was about $614 million. 

Net sales per dollar of inventory for the year were 
241 to 1 as compared with an inventory turnover of 
6.17 to 1 by the automobile industry, but the agricultural 
machinery industry’s return on invested capital of 8.31 
per cent made a more favorable comparison with the 
automobile industry’s return of about 10 per cent on its 
invested capital. 

As was stated in earlier paragraphs, about four per 
cent of the farmers’ net income is usually expended for 
new farm equipment. In 1939, the farmer received about 
$7,711 millions from marketing of crops and livestock 
products as well as about $808 millions in Government 
grants which made the farmers’ total cash receipts about 
$8,519 millions. This income was sufficient to permit 
farmers to purchase about $340 millions of farm equip- 
ment to which should be added about $260 millions 
representing industrial sales and exports. Of the total 
sales of about $600 millions, approximately $40 millions 
were carried down to net income available for equity 
shareholders of the various companies. 

It is currently estimated that the farmer will receive 
somewhat better prices for his products this year, a fact 
that if true, will serve to offset the expected moderate 
decline in Federal grants. The overall gain is expected 
to be in the vicinity of 10 per cent above a year ago. 

It is therefore possible that the agricultural machine 
manufacturers may sell as much as $375 millions of new 
machinery to the farmer. What sales for export may be 
are problematical, but with sales of tractors and trucks 
to the belligerent nations on the increase, it is probable 
that combined export and industrial sales will be suffi- 
cient to raise the agricultural machinery industry’s total 
sales to approximately $660 millions. Then too, if the 
farmers are to obtain somewhat greater income, agri- 
cultural machinery manufacturers’ collections will show 
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further improvement and thus add somewhat to net 
income. On the whole, it is possible that the manufac- 
turers may have a net income of approximately $60 
millions in 1940 or about 50 per cent higher than 
in 1939. 

Let us examine what would be the result of a 10 per 
cent increase in manufacturers’ sales and an estimated 
increase of about 50 per cent in net income. Despite the 
size of the increase it would mean that some of the com- 
panies whose shares are still relatively high priced would 
continue to operate at a low profit and in one case, would 
still be in the red. Only in a few instances would net 
income be as high as in the no more than fairly satis- 
factory year of 1938. On the other hand, prices for the 
various company shares seem rather fully to have dis- 
counted last year’s poor performance and many are now 
selling at close to the lower levels of a year ago. 

On a seasonal basis it would seem as if the market 
value of the various farm equipment shares is due for 
some improvement. The degree of betterment will, of 
course, depend considerably upon general market condi- 
tions and will probably be affected to a greater degree 
than normal by the proportion of industrial business 
that each individual company controls. 

Those companies such as Allis-Chalmers, International 
Harvester and Myers Bros. who cater heavily to indus- 
try will perhaps make a better showing than those whose 
interest is confined more strictly to agricultural needs. 
On the whole, due to the many unpredictable factors 
such as the duration of the war, the possible effects of 
adverse weather conditions in a large part of our farm- 
ing areas and the disinclination of investors at the pres- 
ent time to purchase high earnings ratio securities, it is 
most likely that other security groups where the uncer- 
tainties are perhaps less (Please turn to page 706) 
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One of these 
companies has 
15,000 employees; 
most of them get 
along with a few 
hundred. A hand- 
ful of the largest 
BY GEORGE L. MERTON organizations re- 
‘ port backlogs of 
unfilled orders ex- 
ceeding the annual business of the whole industry only 
a few years ago. Others are just getting into production 
with models newly developed since the industry has 
reached the bonanza stage. Opportunities for growth 
are relatively greater among the late starters of which 
little is yet heard—and naturally the speculative risks are 
also greater in this class. But here they are, the leaders 
and the secondary companies, with the facts by which 
to judge them. 


MAKERS OF PLANES 
AND ENGINES VIEWED 
AS UNITS IN THE 
COUNTRY'S FASTEST 
GROWING INDUSTRY 


Aero Supply Manufacturing—New York Curb. (B 
shares): Recent price, 544; 1939 price range, 6—2%. 
Capitalization, 412,461 shares Class B, $1 par; 14,293 
shares $1.50 cum. conv. Class A. Paid 20c on Class B in 
1939. Earned 12c per share in first half and 10c per share 
in last half of 1938; 9c per share in first half of 1939. 


The company is engaged in the production of screw 
machine products such as bolts, rivets, nuts, etc., fuel 
pumps, rotary plating machines, precision instruments 
and light hardware equipment for the automobile and 
aircraft industries. A large percentage of the concern’s 
business is done with the Government for the Army and 
Navy. The research division has brought out several 
new developments, notably in fuel valves, that lend prom- 
ise to the aviation equipment branch of the company. 


Aeronautical Corp. of America—Recent price—5%, 
bid. Capitalization: 65,938 shares $1 par common; 63,000 
additional shares offered at $6.25; 45,000 warrants to 
purchase common at prices ranging upward from $6.25 
per share. Sales in 19388—$472,887, in 1939 to Oct. 15— 
$654,322. Earnings for same periods were, respectively, 
deficit of $43,557 or 66c per share, and profit of $49,942 
or 76c per share. Order backlog on Oct. 15 amounted to 
66 planes. 

Manufactures “Aeronca” planes, light models designed 
for commercial use in flight instruction, primary train- 
ing and private operation. Purchases engines and cer- 
tain parts such as propellers and instruments from others. 
Is considered the second largest manufacturer of light 
planes sold in its competitive field. Common stock 
financing planned to improve working capital position 
and add to plant and equipment. Sales in units and 
dollar value in uptrend from 1934 to late 1939. 
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Allison Engineering Division of General Motors—y, 
stock in hands of public. 

The leading maker of liquid-cooled “in-line” aircraft 
engines. Backlog has been recently estimated aj 
$16,000,000 and company is well placed to receive addi. 
tional large orders since its product permits streamlining 
of plane bodies. Productive capacity is unknown, as are 
earnings, but recent investments by the parent in plant 
and equipment point to greatly enlarged output. 


Aviation Corporation—N.Y.S.E. 
1939 dividend—none. 
Low, 3%. 

Aviation Corporation is a holding company with heavy 
interests in American Airlines and Pan American Air. 
lines as well as Aviation Manufacturing Corp. It is the 
latter company, through its control of Lycoming Avia. 
tion Motors and Stinson Aircraft, which gives the 
Aviation Corp. a direct stake in the aviation industry, 
Aviation Manufacturing formerly controlled Vultee Air. 
craft but that company is now a direct subsidiary of 
Aviation Corp. Lycoming makes a nine-cylinder, 275- 
300 horsepower air-cooled motor as well as 50-75 horse- 
power engines for light planes. A new geared % 


Recent price—\,, 
1939 price range: High, 9% 


horsepower motor is the first of its kind and is meeting 
favorable acceptance: Stinson makes 3, 4 and 5 place 


AIRCRAFT 


private planes ranging in price from just below $3,000 
to just less than $18,000. Vultee makes combat and 
advanced training planes for the Army and while foreign 
sales are yet small, considerable increase in export volume 
is expected this year. At the beginning of the year, order 
backlogs (including Vultee) were about $11,000,000. 
Sales for the year which ended November 30, 1939, were 
but $4,000,000 and resulted in a loss equivalent to about 
$0.50 a share on the 3,703,667 shares of common stock 
then outstanding. 


Beech Aircraft—New York Curb. Recent price—. 
Dividends—None paid. 1939 price range, 1154—3%4. 
Capitalization, $56,750 5 per cent notes; 400,000 shares 
par $1 common. Backlog, February, $1,279,000. 

Company manufactures planes for both the commer- 
cial and military markets under the name of Beechcraft. 
At the end of last year Beech’s line included five single- 
engined biplanes with cruising speeds near 200 m.p.h. 
and three twin-engined monoplanes carrying from 6 to II 
passengers and having cruising speeds up to 225 m.p.h. 
Contracts on hand include $1,000,000 for U. S. Govern- 
ment. Much revamping of the entire production line 
has been carried out over the last year to speed up 
output. Number of employees increased by 100 per cent 
last year. Loss of $91,478 in fiscal year ending last Sep- 
tember was followed by a loss of $72,556 in the December 
quarter. 
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fellanca Aircraft—New York Curb. Recent price— 
g3;. Price range 1939—104,.—4'). Capitalization, 174.- 
+5) shares $1 par common; $87,175 4 per cent notes 
due December, 1941. 1939 dividends, none. Sales in 
1938 were $1,340,777, on which a profit of $172,646 was 
alized. Last year’s operations, however, resulted in a 
loss of $206,262. 

The company specializes in combination fighter- 
homber planes and derives the major portion of its busi- 
ness from sales to small foreign governments. The latest 
wntract although still not a definite order calls for 200 
lanes to be delivered within eight months time at a cost 
of $7,900,000. The company is in a transition stage and 
expects to show greatly increased production over this 
year. Active in development, it is planning to enter the 
low-priced private plane field in the near future. 


N.YS.E. Recent price—32. 
High. 3334: 


bendix Aviation Corp. 
1939 dividend. $1.50. 1939 price range: 
Low, 16%. 

Bendix Aviation manufactures airplane and automo- 
bile parts and accessories. General Motors has an exten- 
sive stock interest in Bendix Aviation Corp. although the 
motor company does not own sufficient stock for even 
efective control. In previous years the company ob- 


tained much less than half of its gross income from the 


ROUND-UP 


aviation industry but last vear the proportion increased 
to approximately 40 per cent and the receipts from avia- 
tion sales are expected to equal if not exceed that of the 
automobile industry contribution in 1940. Total sales 
in 19389 were approximately $40 million but, based upon 
current expectations, the company estimates its 1940 
gross income at between $50 million and $60 million. 
last year’s earnings were equal to about $2.15 per com- 
mon share of which $1.50 per share was distributed in 
lividends. A privately distributed issue of $5 million 
of2 per cent and 314 per cent debenture bonds due in 
148 are the only capital obligations preceding 2,097,663 
hares of common stock outstanding. Despite recent 
heavy sales of Bendix stock by General Motors, the 
litter corporation still retains an 18 per cent interest in 
Bendix. The Bendix stock was sold for corporate reasons 
rather than any change in the motor company’s opinion 
ofthe high merits of Bendix. The company maintains a 
‘trong financial position with cash items alone usually 
well in excess of total liabilities. Although earnings per 
hare have varied sharply from year to year and 1989 
tesults were at record levels for the recent decade, the 
company has had a loss in only one of the past fourteen 
years and that was in 1932 when a deficit, after all 
charges, of about $0.76 a share was reported. No regular 
lividend distributions are made; payments are made in 
keeping with earnings. Last year $1.50 a share was paid 
ind so far this year $0.50 a share has been declared. 
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Bell Aircraft—The stock is on the New York Curb and 
is currently selling around 2314. Capitalization is simply 
199,289 shares of $1 par on which no dividends have ever 
been paid although the company has always operated 
at a small profit since incorporation in 1935. Sales in 1939 
were $450,453 as against $1,219,252 in 1938, and earn- 
ings were respectively $0.03 per share and $0.33 per 
share. The specialty of the company is high-speed mili- 
tary fighters and a good portion of the $8,000,000 back- 
log of unfilled orders that was reported on January 2, 
1940, consisted of U.S. Army contracts. In spite of con- 
servative operations the development work done by the 
company has put it in the front rank and plants are 
expected to be steadily enlarged to service the gains in 
business. 


Barkley-Grow Aircraft Corp.—Manufacturer of air- 
planes (including transport type) and of wings known 
as the Barkley-Grow Multi-Spar Cellular Wing and has 
developed hollow steel propellers. At latest available 
report, stock consisted of 425,000 shares of Class A com- 
mon, $1 par, entitled to non-cumulative dividends of 6 
per cent if earned, and 92,500 shares of Class B common, 
$1 par. Report for 1938 showed current liabilities in 
excess of current assets by a small margin and a loss for 
the vear of $174,908. 


Boeing Airplane Co.— N.Y .S.E. Recent price—24. 1939 
dividend, none. 1939 price range: High, 3434; Low, 16%4. 

Boeing Airplane Co.—most famous for its “Flying 
Fortress”—specializes in the manufacture of huge land 
transports and flying boats for commercial use and 
gigantic bombers for military purposes. Commercial 
planes include the well-known Stratoliner and the Clipper 
types used by the Pan American Airways. The com- 
pany is producing a bomber even larger than the Flying 
Fortress for the U. S. Army. Earnings are largely de- 
pendent upon military orders but it is this factor that 
serves to lessen the effect of cyclical fluctuations in busi- 
ness although profit margins are relatively restricted. 
Improved demand for planes has made the expansion 
of facilities necessary during recent months. This expan- 
sion, however, has involved no new construction, being 
accomplished through the leasing of additional space to 
be used as an assembly plant. At the close of the year, 
unfilled orders amounted to about $28 million as com- 
pared with total sales of only slightly more than $2 mil- 
lion in 1938. To facilitate the production of current 
heavy orders, the company has borrowed $5 million from 
the banks and the RFC to be repaid over a period of 
five years. The sole capital obligation other than loans 
is an issue of 721,958 shares of ($5 par) common stock. 
the common shares outstanding will probably soon be ex- 
panded through the issuance of rights but no details are 
as vet available. Earnings in the past have not been im- 
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pressive due to heavy experimental costs. These costs are 
likely to decline sharply over the nearer term but no divi- 
dends are as yet in prospect. 


Brewster Aeronautical—The company has two main 
divisions, the manufacturing of parts and equipment for 
planes and the construction of aircraft. In 1938 the 
U.S. Navy awarded Brewster a handsome contract and 
since that time the major portion of its orders have come 
from that source. Funded debt consists of a $337,500 
mortgage of which $277,500 is due in 1948 and the rest 
in small installments over the next eight years. The 
common stock is on the New York Curb and sells around 
16. Of the 446,625 shares of $1 par outstanding, 110,304 
shares or approximately 10 per cent is owned by James 
Work, president of the company. Dividends last year 
were $0.20 per share as compared with $0.30 per share 
in 1938, and, with operations consistently profitable, an 
expansion program is being carried out. In the early 
part of last month the company leased a larger hanger 
at the Newark, N. J., airport and a tract of land around it. 
In a letter the president stated that with current unfilled 
orders up to $22,000,000 including orders from the Navy 
and various foreign governments even this doubling of 


Akron Aircraft 


space would not be enough for long and that additional 
factory buildings were to be built. 


Consolidated Aircraft Corp.—N.Y.S.E. Recent price: 
28. 1939 dividend: None. 1939 price range: High, 324; 
Low, 15%. 

Consolidated Aircraft makes two and four engined 
bombers that are held in high regard by the U.S. Navy. 
Some commercial business is obtained but in 1939 almost 
90 per cent of the company’s business was from military 
sources. A Navy order amounting to $20 million was 
obtained in December which lifted the order backlog 
at the close of 1939 to about $37 million. Most of the 
company’s business is of domestic origin so that a sudden 
cessation of the European war would have but little effect 
upon the company. However, since all of the Navy 
business is subject to the restrictions of the Vinson- 
Trammell Act, profit margins are relatively small. Al- 
though the company does not have much foreign business 
on its books at this time, there are reports that the 
British Government is considering the purchase of 50 of 
the company’s long range bombers upon which the com- 
pany’s profit margin would probably be considerably 
larger. In common with many airplane makers, earn- 
ings during recent years have not been impressive. How- 
ever, in 1938 the cumulative results of previous experi- 
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ments began to bear fruit with the result that per share 
earnings were about $2.55. No estimates as to 1999 
results are as yet available although it is possible that 
1938 results were bettered by a fair margin. The com. 
pany has no funded debt. The 23,708 shares of ¢g 
dividend, convertible preferred is followed by 547,769 
shares of common stock. A strong financial position has 
been maintained although the need for plant expansion 
and more working capital may defer common dividends 
for some time to come. 


Continental Motors Corp.—N.Y.S.E. Recent price: 4, 
1939 dividend: None. 1939 price range: High, 5%, 
Low, 1%. 

Continental Motors makes a widely diversified line of 
internal combustion engines for automobiles, marine and 
aviation use as well as Diesels for boats, buses and small 
stationary power plants. Heavy duty gasoline engines 
for industrial machinery and other power purposes are 
also made. The airplane engines range in horsepower 
from 40 to 1,000 and are productive of about 12 per cent 
of the company’s gross income. Net sales in 1939 were 
about $7,256,648 for the fiscal period which ended Octo- 
ber 31. Order backlogs as of January 31, 1940, were 


Beechcraft 


reported as $6,424,000—the largest volume in many 
years. However, gross profit after depreciation but 
before other fixed charges was only $33,333 and after 
interest, etc., a deficit of $215,165 was incurred as com- 
pared with a loss of $548,287 in the previous fiscal period. 
As of October 31, 1939, the company’s financial position 
was fairly good, current assets of $2,323,094 being slightly 
in excess of current liabilities. In addition to a RFC 
mortgage loan of $1,201,263 which matures serially m 
varying semi-annual amounts and a small portion which 
is due $10,000 monthly, there is a $45,000 secured loan 
due in 1945. No dividends are as yet in prospect for the 
3,000,000 shares of common stock of $1 par value that 
are currently outstanding, although the company expects 
that this year will see profitable operations. 


Curtiss-Wright Corp.—N.Y.S.E. Recent price: 10. 
1939 dividend: None. 1939 price range: High, 13%; 
Low, 44. 

Curtiss-Wright is one of the largest of the aircraft mal- 


ufacturers. The company’s famous Whirlwind and 
Cyclone motors (built by its subsidiary, Wright Aero 
nautical Co.) are standard equipment for many planes 
and the engine division furnishes approximately one-half 
of the company’s income. The plane line includes various 
types of military planes which have rendered excellent 
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grvice under actual battle conditions in Europe. About 
talf of the company’s business is from the U. S. Govern- 
nent and the balance is from foreign sources which 
tunish a somewhat better profit margin. The general 
acellence of the company’s products has resulted in 
the receipt of the major portion of the government’s 
business, and at the close of 1939, order backlogs 
amounted to more than $150 million. The heavy order 
backlog is equivalent to almost 5 years of operations at 
the current rate of production. However, expanded 
gcilities are expected to increase the rate of shipments 
ensiderably although no sharp decline in order back- 
jogs is anticipated during the near term. Earnings, due 
to heavy development expenses, have been small in past 
years and it is probable that the estimated 1939 net 
income of about $0.50 a share will be the best reported 
ince the company’s formation. Since it is now possible 
to absorb a large part of such costs in selling prices, 
luture earnings are likely to be considerably better than 
in the past. The capital structure consists of about 
1,158,464 shares of $2 non-cumulative dividend class A 
stock, and 7,429,118 shares of ($1 par) common. The 
empany’s financial position is good. Current asset 
ratios of about 2.2 to 1 are usual. 


Bellanca 


Douglas Aircraft Co.—N.Y.S.E. Recent price: 82. 
1989 dividend: $3.00. 1939 price range: High, 87%4; 
Low, 55. 

Douglas Aircraft Co., founded in 1922, is considered 
tobe the outstanding maker of commercial and military 
planes in this country. The company has successively 
developed the D-C 2, D-C 3 and the D-C 4, all com- 
mercial models. The D-C 4 is a super air liner with 
four motors and a capacity of 42 passengers. The gross 
weight is $3214 tons. In the first 17 years of the com- 
pany’s existence it has delivered 2,326 planes of which 
i4 per cent were for the U. S. Government, 12 per cent 
lor domestic commercial service, 9 per cent for foreign 
military use and 5 per cent for commercial export de- 
mand. This broad diversification of markets has afforded 
the company an unusual degree of sales stability. At 
the close of 1939, unfilled orders amounted to about $85 
nillion. In all of the company’s seventeen years of 
«xistence it has only reported an operating loss in one 
year, the initial year of 1922. During the intervening 
period earnings have ranged from a low of $0.08 a share 
in 1934 to an estimated new high record of $6.00 a share 
ofcommon stock in 1939. The capital structure con- 
‘ists of only 570,680 shares of no par common stock. 
The financial position is strong with current asset ratios 
bing commonly better than 3 to 1. Production facil- 
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ities are increasing rapidly and are expected to be close 
to double those of 1938 by next June. 


Fairchild Engine and Airplane 

Despite the similiarity in name the company has no 
connection with the Fairchild Aviation Corp. It is en- 
gaged in the production of advanced types of commercial 
planes, airplane motors, carburetors, and recently pur- 
chased the rights to a plastic process for making planes. 
Known as Duramold this new material shows great 
promise in the field of mass production. Stronger than 
most alloys, weatherproof, and cheap to manufacture the 
material can be pressure shaped into practically any 
form. It is expected that with this product the company 
will in the near future be able to stamp many parts out 
after the fashion of the automobile body makers. An- 
other new development of Fairchild Engine is a light 
weight motor of 500 horsepower or only 1.28 pounds per 
horsepower. At 640 pounds it is more than 200 pounds 
lighter than its nearest competitor and is expected to 
have wide acceptance both here and abroad. The cap- 
italization consists of $202,250 in 5 per cent obligation of 
various maturities and 828,207 shares of common stock 
that were recently admitted to the New York Curb and 


Barkley-Grow 


currently sell around 5. Last year the company paid 
dividends of $0.20 per share. 


Grumman Aircraft 

The company specializes in the production of am- 
phibian planes for the Army, Navy and Coast Guard and 
also turns out utility work planes of all types. To aug- 
ment this line the manufacture of planes for private and 
commercial use was begun in 1937. In that year the com- 
pany moved into new quarters and operations in addi- 
tion to being at a higher rate were more efficient, and 
1938 earnings of $1.30 per share compared favorably with 
earnings of $0.32 per share in 1937. Capitalization is 
simple with only 474,060 shares of $1 par stock outstand- 
ing. Of this amount approximately 256,000 shares are 
held by the various officers and directors. The stock is 
traded on the New York Curb Exchange and currently 
sells around 16. Last year the manufacturing space of 
the company was increased by more than fifty per cent, 
and backlog of unfilled orders at the year end was close to 
$4,500,000. As of March 1 it is estimated that the com- 
pany’s order backlog has been increased to more than 
$6,000,000. Though the final figures are not available 
indications are that the company is one of the few small 
concerns to actually show increased earnings last year 
over 1938. Estimates run to $0.50 per share. 














Curtiss-Wright 


Harlow Aircraft 

This is a brand new company having just been formed 
in December of last year to take over the business of the 
Harlow Engineering Corp. Production is at present con- 
fined to two models, a four place cabin job for private 
and commercial use and a tandem trainer. Though there 
is a lot of difference in the finished job, the parts of the 
tandem are 85 per cent interchangeable with those of the 
larger cabin plane. The current backlog of unfilled or- 
ders is approximately $470,000 and the stock is quoted 
in the over-the-counter-market at approxmiately $1.00 
per share. There are 500,000 shares of $1 par value out- 
standing and the market is active. 


Howard Aircraft Corp. 

This is one of the few aircraft manufacturers with no 
backlog of unfilled orders to speak of. But the very 
good reason for this is that the company’s product goes 
mainly to commercial and private buyers and is usually 
sold only after having been completed. The stock of 


which there are 215,648 shares of $1 par outstanding, is 
currently quoted in the over-the-counter market at 234 
bid. There is no funded debt or contingent liability 
outstanding and as of November 30 current assets of 


Cessna 


$235,219 compared with current liabilities of $50,379. 
The operating loss for the year ended November 30, 1939 


was $87,846. The planes of the company are well known’ 


as a better type of private aircraft and are modeled after 
Ben O. Howard’s ship in which he won both the Trans- 
continental Bendix and the Thompson Trophy races 
during the year 1935. 


Kellett Autogiro 

The major portion of the company’s business is 
sub-contracting work for other airplane manufactur- 
ers. Aircraft parts were produced for Republic Avia- 
tion, Glenn Martin, Curtiss Wright and others during the 
last year. The company does all types of sheet metal 
construction, spot welding, acetylene welding to U. S. 
Army standards and every kind of aircraft woodwork. 
During 1939 the company also sold two autogiros, one 
to Eastern Air Lines and the other to the Camden-Phila- 
delphia post office shuttle service. This latter has been 
most successful, making five round trips daily. At the 
end of last year the backlog of unfilled orders was $252,- 
720 and is understood to have risen considerably since 
that time. Sales during 1939 amount to $431,718 as 
compared with $322,031 for 1938 and the final report for 
the year is expected to show a loss of under $10,000 as 
compared with one of $15,027 for the year before. The 
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common stock, par $1, is currently quoted in the oye. 


the-counter-market at $1 per share. 


Kinner Motors 

The company specializes in the construction of jp. 
plane motors of the lighter types. The former busineg 
of Kinner Motors was taken over by this company jp 
July of last year and a revamping of operating method 
put production on a profitable basis right from the start, 
For the six months ending in December, 1939, a ne 
profit of $22,832 was realized on sales totaling $150,480, 
The current backlog of unfilled orders has just been jp. 
creased by a substantial contract from Canada and noy 
stands at more than $850,000 which the company expects 
to service without making any additions to present 
plant. Current assets of $224,571 at the end of 193) 
give a strong working position when compared with 
current liabilities of only $53,717 at the same period, 
and present indications are that the earnings trend wil 
continue upwards. The 445,978 shares of $1 par con- 
mon stock are currently quoted in the over-the-counter 
market at 14 bid. Since light planes are rapidly 
gaining in favor sales of this company are expected to 
continue uptrend. 


Lockheed Aircraft Co.—N.Y.S.E. Recent price: %. 
1939 dividend: $1. 1939-40 price range: High, 36%; 
Low, 184%. 

Up until 1938 Lockheed concentrated upon the manv- 
facture of commercial planes. In that latter year, how- 
ever, the company turned over the greater part of its 
facilities to the making of military aircraft. The wel 
known Lockheed 12 and Lockheed 14, six and eight 
passenger commercial planes respectively, were adapted 
to military needs in a manner so satisfactory to the 
British Government that the company received an order 
in that year for planes to cost about $32 million. New 
models have been developed for the U. S. Government 
and another model is now in high demand from the 
French Government for its outstanding performance 
the Western Front. Vega Airplanes Co., a_ partially 
owned subsidiary, makes its own types of planes and patts 
and does certain engineering work for Lockheed. Lock- 
heed has not abandoned the commercial field, however, 
since the company is working on two new commercial 
type machines. One is a bi-motored, 17 passenger and 
crew job with a cruising speed of 218 mph and top speed 
of 236 mph. Last year’s earnings were the best eve! 
reported, being equal to $4.05 a share of common stock 
as compared with $0.67 in 1938. Since much expensivé 
tooling and development was charged to earnings in the 
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frst half of last year, it is likely that this year’s results 
will be considerably better. Despite the maturity of 
relatively heavy bank loans next year, the company’s 
fnancial position is satisfactory. A recent small stock 
ofering which brought the outstanding common stock 


he over. 







ae to 1,000,000 shares was used to finance development and 
pany jy expansion costs. Deliveries are now at the rate of about 
methods $4 million yearly, as compared with order backlogs of 
he start $63,000,000 on January 1. 
), & net ‘ 
150,480, luscombe Airplane Corp. 
been in. The company manufactures the only small two-seater 
nd tor airplane of metal fuselage and wing structure selling for 
“expect less than $2,000. Of course this plane is for private and 
present light commercial work only, but it is a strong factor in 
of 193) what 1s rapidly being proved as the coming field for 
ed with aviation, private flying. Since this model was developed 
period in September of 1938 the company has produced some 
end wil 10 planes and sales for last year totaled $482,637 and 





current backlog of unfilled orders is approximately 
$100,000. The stock which has a par value of $0.50 
pr share is currently traded in the over-the-counter 
market at $1.25 per share. And the company is regarded 
asone of the more progressive units in its field. 
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Glenn L. Martin Co.—N.Y.S.E. Recent price: 40. 1939 
dividend: $1.00. 1939 price range: High, 45%4; Low, 261%. 
Capitalization: 1,092,308 shares common stock. 

The company’s principal product is the long cruising 


‘ice: %. 
, 36%; 










> manu 
r, how- "age land type, twin-motored ship known as the “Martin 
t of its @ Bomber.” This ship is held in high regard by the U. S. 
he wel @ Atmy. Other products include flying boats, pursuit ships 
d eight aid commercial adaptations of the principal military 
dapted products. Of the company’s heavy order backlog, about 
to the @ ®l per cent is for foreign delivery while the largest part 
n order @ Of the remainder is for the military forces of the U. S. 
Nev @ Zarnings have been somewhat better on average than 
rnment @ Sher manufacturers, due in great part to the popularity 
om the @ %the Bomber. Operating results have been increasingly 
ince on fy better since 1935 although estimated 1939 earnings of 
artially § “Pward of $4 a share on the 1,092,308 shares of common 
d parts stock outstanding will, if achieved, represent a new high. 
Lock @ [he company’s financial position is strong. Net working 
ywever,  “apital of $7,363,000 on September 30, 1939 was adequate 
mercial @ {ot the company’s needs. Deliveries during the closing 
yer and months of last year were at the rate of about $65,000,000 
> speed per annum as compared with total year’s sales of $24.- 
st ever @ 0,000. Although there have been no new orders re- 
n stock Ported since the first of the year, orders of $53,000,000 
pensive hand at the year end warranted continued peak activi- 





ties well into the fall months. 
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Menasco Manufacturing Co.—Los A. & S. F.S. E. Re- 
cent price: 2. 

The company manufactures aircraft and Diesel en- 
gines. Its “Unitwin” engine is unique in that it consists 
of two separate engines mounted side by side with the 
propellor driven by a gear train. Either motor or both 
may be used at the same time. Lockheed Aircraft is 
using this power plant in its Vega-Starliner. Need for 
working capital to develop and complete orders on hand 
necessitated the increase of the company’s capitalization 
from 300,000 shares to 600,000 shares of common stock. 
The additional stock was publicly offered early this year. 
As of November 30, 1939, the company’s financial posi- 
tion was satisfactory. Unfilled orders at the close of 
the year were about $300,000. Ryan Aeronautical Co. 
has recently ordered 58 engines from the company to 
power training planes for the Republic of China. 


North American Aviation, Inc.—N.Y.S.E. Recent 
price: 2444. 1939 dividend: $1.40. 1939 price range: 
High, 2914; Low, 12%. 

North American Aviation started in the industry as 
an investment trust but completely changed over to the 
production end of the business in 1935. General Motors 


Lockheed 


Co. holds about 29 per cent of the 3,435,033 shares of 
the company’s common stock outstanding. The com- 
pany confines its production almost completely to the 
military end of the business for which it produces sev- 
eral types of shjps ranging fram fast flying attack 
bombers to training ships. The line includes small 
fighting and observation ships all held in good repute 
by the U. S. armed services and England and France 
as well. Perhaps it is because of General Motors’ heavy 
interest in the company that automobile production 
methods have been adapted to the production of air- 
planes by North American Aviation. Although the 
U.S. Army and Navy take a large part of the company’s 
output, somewhat better than 50 per cent of current 
production is for export. Profits have been gradually im- 
proving although it was only in 1939 that earnings per 
share exceeded $1. Last year’s operating results are 
not as yet available but $1.47 was reported in the first 
nine months of the year and it is expected that the full 
year operations resulted in profits in excess of $2 a share 
of common stock. The increasing volume of foreign 
orders indicates that somewhat better profit margins 
will accrue this year. During the next several months, 
plant facilities will be expanded by at least 50 per cent. 
As of January 1, total unfilled on hand orders amounted 
to the sizeable sum of $46,000,000. 
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Porterfield Aircraft Corp.—Unlisted. Recent price: 1. 

Porterfield Aircraft Corp. manufactures —two-place 
sport and training airplanes. About 90 per cent of the 
ships are used for training purposes and many of them 
are used in connection with the C A A training program. 
The company redesigned its product in 1939 with the 
result that it did not go into production until the first 
of August. Since that time deliveries have been at the 
rate of about 15 ships a month with a value of about 
$21,000. At the year end, unfilled orders amounted to 
137 airplanes which have subsequently been increased to 
170 with a value of about $1,400 each. The company 
has outstanding about 194,000 shares of common stock. 
Because of the delay in production, no earnings statement 
has been issued for 1939. 


Piper Aircraft Corp. 

The company is the largest manufacturer of small 
planes in the country. The present list of models in- 
cludes the Piper Cub 40 horse-power Trainer with dual 
control, tandem seating arrangement which sells for 
$995; and the Piper Cub 75 horse-power three place 
cruiser which sells for $1,790; and the Piper Cub 65 
horse-power two place coupe which includes complete 


type and range in power from 70 hp to 120 hp. The 
company is developing foreign markets, especially fo 
its more powerful motors. Because the company did no, 
get into production on two of its better models untj 
late in the year, sales in 1939 were only $181,000. At 
January 1, unfilled orders were $44,200 to which has sing 
been added $25,000 in new orders. 


Republic Aviation 

The company formerly known as the Seversky Aircraft 
Corporation changed its name last year and made ap 
effort to get out of the financial morass in which the las 
few years had buried it. But the change which took 
place last June has not yet had time to become effective 
and the deficit for 1939 was $524,781. Strangely enough 
the company has always built fine planes known princi- 
pally for their high speeds. Used by the Army they hit 
over 300 mph easily. The backlog of unfilled orders 
at the end of last year had mounted to $15,000,000 and 
the stock of which 914,454 shares are outstanding cur. 
rently sells on the New York Curb at around 6. h 
addition to the common shares the company has 10,43] 
shares of $1 convertible preferred and 200,000 shares 
of $0.50 convertible 2nd preferred outstanding. 
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Luscombe Piper 
equipment in the $1,910 price. The popularity of the 
company’s planes can be seen from the fact that over 
1,700 ships were sold last year, which was about 60 per 
cent of the total for the country. Total sales amounted 
to $1,768,000 and net income was $94,000. The company 
plans to put a two place amphibian on the market in 
May of this year. Priced in the same approximate price 
range as the other models it is expected to increase total 
sales still more in terms of the industry. The 133,126 
shares of common stock on which $1.50 per share was 
earned last year are currently quoted in the over-the- 
counter market at 8. There is also an issue of 21,500 
shares of 60-cent preferred stock which is quoted in the 
counter market at 19. 

Rearwin Aircraft & Engines, Inc.—Unlisted. Recent 
price: 3. 

The company is now manufacturing three types of 
high-wing monoplanes and an open bi-plane trainer. The 
planes range from 70 horsepower to 120 horsepower in 
the monoplanes and the bi-plane is 165 horsepower. 
The planes are well regarded by flyers as being handy 
and economical of operation. A new light weight plane 
with many new features gives the company an entry 
into the lowest price range field. Rearwin also 
manufactures its own engines which are of the radial 
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Cub 


Porterfield 


Ryan Aeronautical 

The company is engaged in the manufacturing of 
small low cost planes and engine manifolds with the 
exclusive Ryan ball and socket joint. The types of 
planes that are now in production include low-wing 
military trainers that are being used in large numbers 
by the U. S. Army, trainers for commercial and private 
use, cabin ships for private use, the new liaison and 
observation planes in use by the U. S. Army. Gross 
sales for last year were $845,856 and after inclusion of 
engineering and development expenses the net income 
for the year was $90,728. The backlog of unfilled orders 
on hand has recently been raised to a new high of 
$1,680,000 as the result of contracts placed by Douglas 
Aircraft and Lockheed Aircraft and includes $850,000 in 
contracts for planes destined for the Army and foreign 
governments. The only long term obligation of the 
company at the end of last year was a mortgage for 
$20,317. And current assets at $648,454 were almost 
twice current liabilities of $356,158. The common stock 
of the company which is outstanding in the amount of 
375,000 $1 par value shares is currently quoted in the 
over-the-counter-market at 5, and is traded on the Sat 
Francisco Stock Exchange at 5. The company has fol 
lowed a program of steady expansion. Both manufac: 
turing space and payrolls increased sharply last year. 
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solar Aircraft Co.—Unlisted. Recent price: 314, 

Solar Aircraft manufactures manifolds, heaters, tanks, 
fttings and small parts for airplanes. During 1939, the 
smpany shipped $716,053 of material and at the close 
of the year had on hand $922,618 of unfilled and un- 
confirmed orders. Since the first of the year the company 
has received $256,484 of confirmed and unconfirmed 
orders. There is no funded debt preceding the 50,000 
shares of class “A” and 230,000 shares of common stock 
now outstanding. As of November 11 the company was 
in satisfactory financial position which has since been 
augmented by the proceeds of recent stock offerings. 


Sperry Corp.—N.Y.S.E. Recent price: 44. 1939 divi- 
dend: $2.00. 1939-40 price range: High, 51%; Low, 36. 
Sperry Corp. specializes in precision instruments used 
in aerial and marine navigation, gunnery and many de- 
vices based upon the gyroscopic principal. The company 
has been expanding its manufacturing facilities as rapidly 
as possible during the past five years but new orders 
have persisted in exceeding production capacity. The 
exact amount of unfilled orders on hand at the beginning 
of the year was not disclosed by the company although 
it is reported that they were extensive; twice as large 





to 50 per cent of total current liabilities. The only 
capital obligation is the 163,344 shares of $1 par value 
common stock outstanding although at the year end 
there was a mortgage of $27,650 due in December of 
this year. Unfilled orders on January 1 were $38,880 
or more than double those of a year before. The Fair- 
child Aviation Corp. has an extensive stock interest in 
the company. 





United Aircraft Corp.—N.YS.E. Recent price: 47. 
1939 dividend: $2.00. 1939-40 price range: High, 51; 
Low, 31. 

United Aircraft makes the celebrated “Wasp” and 
“Hornet” airplane engines through a subsidiary, Pratt 
& Whitney, the Chance-Vought military aircraft, the 
Sikorsky multi-motored amphibians and flying boats 
and the Hamilton Standard Propeller. It is the Pratt & 
Whitney division that accounts for about 66 per cent 
of the company’s gross sales. The newer, 18 cylinder, 
high powered engine for fast fighting planes is meeting 
with enthusiastic reception both here and abroad. 
Unfilled orders at the close of 1939 are understood to 
have been in the vicinity of $125,000,000 as compared 
with last year’s sales of about $50,000,000 and about 
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Rearwin 


asa year ago and a new high record. Earnings per share 
have been constantly rising since 1935 when $0.85 a share 
was reported. Last year’s per share earnings are esti- 
mated to have been about $2.75 a share of common stock 
ascompared with $2.46 a share in 1938. The company’s 
fnancial position as of June 30, 1939 was strong. Cur- 
rent assets of $15,393,654 were more than three times 
grater than current liabilites. Of the total current 
assets, better than 30 per cent was in cash and nearly 
8 per cent of inventories were for work already in 
progress. The company has no funded debt or bank 
lans. The sole capitalization is 2,015,565 shares of $1 
par value of capital stock. Net working capital is ample 
lor the company’s needs. 


Taylorcraft Aviation Corp.—Unlisted. Recent price: 4. 

Taylorcraft Aviation Corp. manufactures a light two- 
place cabin monoplane powered with a choice of seven 
motors ranging from 50 to 65 hp. The ship has a 250 
mile range with normal equipment and load with a 
lop speed of 105 mph. A number of accessories are 
available. Sales last year amounted to $717,316 and 
current sales are reported to be running from 75 per cent 
{0 100 per cent ahead of a year ago. At the close of last 
year, financial position was good. Current asset ratio 
was nearly three to one and cash alone was about equal 
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$36,800,000 in 1938. The company’s sole capital obliga- 
tion is 2,649,437 shares of $5 par value common stock. 
A small bank loan contracted in previous years was 
eliminated last year. The company’s financial position 
is strong. At June 30, 1939 total current assets of 
$28,795,293 were better than eight times larger than cur- 
rent liabilities. Of the total current assets, nearly $16,- 
000,000 was in cash or cash items. Profits in 1939 are 
estimated to have exceeded $3 a share of common stock 
as compared with $2.05 a share in 1938. The rapid ex- 
pansion of order backlogs necessitates additional produc- 
tion facilities. To this end, the company started a 
$1,000,000 factory addition last year. 


Vultee Aircraft 

The company specializes in the production of military 
planes including basic trainers, attack bombers, and 
pursuit ships. In addition some manufacturing of spare 
parts is also done. The present company was formed in 
November of 1939 to take over the Vultee division of 
Aviation Manufacturing Corporation. At the present 
time the backlog of unfilled orders totals approximately 
$15,000,000 some $11,000,000 of which has been received 
since the first of the year. Most of this increase is due 
to a large order from Sweden for pursuit ships. A recent 
offering of 300,000 share of (Please turn to page 710) 
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The Investment Clinie 


Are Income Stocks More Attractive Than Good Bonds? 


Conducted by J. 


A: the present time many investors are confronted 
with a Hobson’s: choice. They may acquire high 
grade bonds and non-callable preferred stocks for their 
superior investment quality, or forego quality and acquire 
second grade bonds and preferred stocks for the better 
yield which these issues return. There is no sidestepping 
the fact that whichever choice is made the risk of po- 
tential capital loss is more or less substantial. 

Consider the case of high grade bonds. Prices con- 
tinue to hover near their all time peak. As a conse- 
quence, yields to maturity on the best corporate bond 
issues average somewhat less than 3 per cent. Further- 
more, it is not an uncommon occurence for high grade in- 
dustrial and public utility bonds to sell from three to five 
points above their call price. Largely responsible for 
this current phenomenon is the insatiable demand for a 
safe investment haven, coupled with the irresistible urge 
to put money to work—even if it earns but little more 
than a nominal wage. Institutional investors vie with 
each other to place their funds in new flotations yielding 
from 1.5 per cent for short term maturities to 3 per cent 
for the longer maturities. 

When institutional investors are eager buyers of such 
issues and are willing to pay three to five points above 
the call price for seasoned bonds, it would seem to be a 
safe assumption that they are not entirely disregarding 


S. WILLIAMS 


realities. Doubtless they are well aware that the issue 
may be called in the not distant. future—if the issuing 
company has any reasonable credit standing at all. To 
these investors then such an issue is for all practical pur. 
poses a short term bond, with the yield computed ae. 
cordingly. Moreover, on such issues the chances are that 
institutional investors employ the practice of alloting a 
portion of the interest to a sinking fund for the purpose 
of amortizing the premium paid, over and above the 
call price. 

For the individual investor, however, various practical 
objections to following a similar procedure may arise. 
But unless he does, and he holds or purchases bonds sell- 
ing above their call price, he is risking a capital loss 
which may cost him a full year’s interest, if not more. 
With most high grade bonds bearing a coupon of 8 per 
cent or higher likely to be selling at or above their call 
price, the individual investor unwilling to pay this 
premium is compelled to make his selection among the 
lower coupon issues. 

Many of these low coupon bonds have been issued 
during the past several years. Not only are they unsea- 
soned, but they were issued during a period in which 
bond prices attained unprecedented heights. Such bonds, 
and in fact the entire high grade bond market would be 
extremely vulnerable to any developments foreshadowing 

a rise in interest rates. 





Selected Common Stocks for Income 


Dividends Paid 
1938 
5.00 
5.50 
3.00 
4.00 
3.80 
4.00 
1.90 
5.00 
0.80 
2.00 
2.90 
1.60 


Earned Per Share 
1939 1938 1937 
5.11 4.89 5.04 
8.79 7.54 8.27 
4.87 3.55 4.08 
4.00 4.75 6.36 
5.25 5.10 5.29 
4.25e 3.95 4.24 
3.02 2.05 1.54 
6.98 7.34 7.65 
0.85e 0.86 0.92 
2.71 2.17 3.06 
2.56 2.37 2.82 

1.38 2.31 


e—Estimated. 


1939 


5.00 
6.00 
4.00 
4.00 
3.80 
4.00 
2.50 
5.00 
0.80 
2.00 
2.00 
1.60 


5.00 
7.00 
4.00 
5.00 
4.20 
4.25 
1.60 
4.75 
1.00 
3.00 


American Tobacco ‘'B"’ 
American Chicle 
United Fruit 
Commercial Inv. Trust. . 


United Shoe Mach... . 
Kroger Grocery & Bak. . 
Household Finance. ... 
Amer. Mach. & Fdry.. 
Continental Can 

Reynolds Tobacco 'B"’. 
1.60 


* Based on 1939 Dividends. 


1937 


A fairly recent and thought provok- 
ing example of the vulnerability of high 
grade bond prices is afforded by the 
action of the bond market following the 
outbreak of the war last September. 
Fearful that the war would mean aD 
end of the prolonged period of “easy 
money,” large scale liquidation of all 
classes of bonds came into the market. 
At that time the yield on high grade 
bonds rose from an average of 29 
per cent to 3.3 per cent. Stated other 
wise, a 4 per cent bond due in fifteen 
years declined from 11314 to 108%, 
loss of more than one full year’s it- 
terest. In the same period longer term 
bonds declined ten points and more. 

The action of the high grade bond 
market following the declaration of 


Recent Yield* 

Price % 
90 5.50 

135 4.50 
78 5.10 
55 7.30 
80 4.75 
73 5.50 
30 8.30 
68 7.35 
14 5.70 
47 4.30 
41 4.90 
26 6.10 
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var found an almost exact counterpart in high grade 
jon-callable preferred stocks. From their high in mid- 
August an average composed of seven of the highest 
wade non-callable industrial preferred stocks registered 
, decline of 20 points, or nearly 12 per cent. As a con- 
gquence the average yield on these issues rose from 
about 4 per cent to 4.5 per cent. 

True both the high grade bond and preferred stock 
averages have since recovered virtually all of the ground 
st in September. Nevertheless, the implications of the 
events in those months cannot be disregarded. 

Confronted with the obvious conclusions to be drawn 
fom the preceding discussion of high grade securities, 
the question arises, what course remains open for the 
investor who must live on the income from his securities? 
What about medium grade bonds and preferred stocks? 

Admittedly this latter group of issues offers the in- 
ducement of a higher yield—higher, of course, because of 
their lower quality. But here the investor is on less 
frm ground. There are good medium grade issues and 
there are poor medium grade issues and the line of demar- 
cation may not be any too apparent. In short an invest- 
ment program involving second grade bonds and pre- 
ferred stocks necessarily places considerable burden upon 
individual judgment. 

One of the defenses frequently made on behalf of 
medium grade bonds and preferred stocks is the potential 
strengthening in their position which might be expected 
to result in a period of improving business. Actually, 
however, the instances where this has occurred have been 
the exception rather than the rule. More often than 
otherwise the apparent strengthening proves to have been 
an illusion. 

Nor is at all likely that medium grade issues would 
rise in value while high grade issues were declining. The 
sme factors responsible for bringing about a major 
decline in the prices of high grade issues would be even 
more effective in depressing prices of medium grade 
bonds and preferred stocks. 

Throughout this discussion thus far the emphasis has 
been placed on the possiblity of capital losses resulting 
fom a decline in the prices of fixed-income securities. 
Whether such a decline is imminent or six, or twelve, 
months away is beside the point. 

Acknowledgement, however, is made of the fact that 
omany investors a reasonable and dependable income 
sof much greater concern than either intermediate or 
lng term price fluctuations, other things being equal. 
For these investors a considered choice of medium grade 
bonds and preferred stocks is undoubtedly appcaling. 
In the opinion of the writer, however, an even better 
case for these investors can be made in favor of certain 
common stocks. 

A fairly impressive list could be compiled of common 
stocks which have paid dividends without interruption 
throughout the past twenty years. Another larger list 
could be made of issues which have paid continuous divi- 
dends for ten years, or longer. During these same periods 
many second grade bonds and preferred stocks defaulted 
aid omitted dividends. 

Moreover, for the investor not likely to be vitally 
aflected by price fluctuations, most of the common stocks 
vith an impressive dividend record have the added at- 
traction of a higher current yield. Currently high grade 
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Recent Public Offerings 


Offering 


Issue Amount Price 


Skelly Oil Co. 

3% Debs., due Feb. 1,1950.............. 
Port of New York Authority 

General & Ref, 3's, due Dec. 15,1976..... 
Blaw-K nox Co. 

1st 314's, due Feb. 1, 1950 
Indiana Assoc. Telephone Corp. 

1st 314's "A," due Feb. 1, 1970 
Rustless Iron & Steel 

Common stock 
Bethlehem Steel Corp. 

Cons. 3’s "C,"* due Feb. 1, 1960 
Bethlehem Steel Corp. 

Conk BA WH......... 
Bethlehem Steel Corp. 

Serials Debs., due Mar. 1941-Mar. 1, 1950, 

to yield .50% to 2.60%..... / 

Kentucky Utilities Co. 

1st 4's, due Jan. 1, 1970. 
Kentucky Utilities Co. 

S. F. 414's, due Feb. 1,1955..... 


$10,000,000 

$33,000,000 

$3,000,600 

. $ 3,400,000 
40,000 shares 

. $30,000,000 


$40,000,000 


$35,000,000 
$20,000,000 


$ 6,000,000 





bonds are selling on a basis to yield 2.40 to 3 per cent to 
maturity; the yield on high grade non-callable preferred 
stocks is about 1.30 per cent higher; while the yield on 
second grade bonds averages between 4.50 and 5 per 
cent. These yields are at, or near, the lowest levels in 
history. 

On the other hand, the yield on common stocks has 
been rising. Based on the dividends paid in 1939 on the 
forty stocks comprising the MaGAzINne or WALL STREET'S 
daily index, the average yield in the last week of Feb- 
ruary was 4.14 per cent. A year ago, and based on divi- 
dends paid in 1938, the average yield on this group of 
stocks was 3.16 per cent. The comparison revealing an 
increase of nearly 1 per cent, rather than the actual 
yields, is the important point here. Among these forty 
stocks are a number of cyclical issues, as well as non- 
dividend paying issues. 

The actual yield would be substantially higher on a 
group of the so-called defensive common stocks—com- 
mon stocks featured by a relatively high measure of 
stability in earnings and dividends. Such stocks are for 
the most part identified with the consumers’ goods in- 
dustries and would include such typical issues as General 
Foods, Safeway Stores, J. C. Penney, American Tobacco 
“B”, etc. On issues of this type the average yield has 
been rising over the past year, while yields on both high 
grade and medium grade bonds and preferred stocks has 
been declining. 

Several factors have contributed to the upward trend 
in common stock yields in recent months. On the one 
hand, 1939 was a year of rising earnings and larger divi- 
dends, while on the other hand the market steadfastly 
refrained from capitalizing earnings and dividends at the 
higher ratios which prevailed prior to the threats and 
actual outbreak of war. In this manner the market rec- 
ognizes the many uncertainties evoked by the war and 
the shifting base upon which war-generated earnings 
and dividends rest. At the same time the market has 
made little or no attempt to (Please turn to page 708) 
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Woolworth Is 


International 


Points of Weakness and Strength 
In Both the War and Peace Zones 


BY WARREN 


E:. years a nickel merited great respect and a dime was 
king in F. W. Woolworth stores. The company prospered 
and grew into a nation-wide organization under the 
magic red and gold 5 and 10c sign. 

But economic laws governing all business decree that 
nothing can remain static. When an enterprise stops 
going uphill it automatically starts on the downgrade. 
And many years ago Woolworth discovered that operat- 
ing profits from individual stores were slowly diminishing. 
The company continued to grow externally, however, 
and the addition of new units plus increasing returns 
from foreign investments acted to keep consolidated 
earnings stable. 

The peak in sales and profits per store was actually 
reached in 1927 when the former stood at $172,000 and 
the latter at $16,800 on the average. But in the boom 
year of 1929 sales per store, entirely independent of the 
general business trend, had fallen to $166,000 and profit 
per unit had dropped to $13,600. Various economy and 
efficiency measures were instituted in an effort to correct 


E. KRAEMER 


the decline, but to no avail. And as the need for a new 
base of operations grew steadily more imperative, Wool- 
worth began to make some careful experiments. The 
proposal was to set aside the 10c limit that had stood 
for so many years in favor of a 20c top price. Results 
were encouraging in the test stores, and the limit was 
again raised—this time to 40c. Sales and profits picked 
up noticeably and further adjustments were made until 
the present top price of $1.00 was instituted in most 
stores. 

The new concept of operations that this change showed 
meant that something tantamount to a revolution had 
taken place within the company. A static key-note had 
in effect been replaced by an elastic key-note. Wool- 
worth reached great heights under the time-honored 5 
and 10c banner, but it was time to recognize a new trend. 
This does not mean that the company can be expected 
to turn into a chain of department stores, but it does 
give a better range for sales and make for increased profit 
margins. And even the $1.00 limit will in all probability 

be thrown off in the future, though the 








emphasis will continue to be on selling mer- 
chandise for small change. 
The origin of the famous 5 and 10c prin- 





THE WOOLWORTH PROBLEM 
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MILLION DOLLARS 


ciple on which the company was built does, 
however, deserve some attention. In 18% 
Frank Woolworth was a clerk in the Smith 
and Moore store of Watertown, New York. 
One day he set up a small table, draped it 
with red calico, and with a large sign called 
attention to the fact that all articles dis 
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played on it cost only 5 cents. As he watched 
the crowds mill around his little nook, Frank 
decided to open a store exclusively devoted 
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to the sale of 5 cent items. 

Pooling some borrowed money with his 
savings he opened a small store in Utica. 
New York. But times were hard and the 
location was bad, so the venture failed. 
Nothing daunted he tried again, this time 
in Lancaster, Pennsylvania and with more 
success. In fact the first day’s receipts 








amounted to $127. Thus in 1879 the first 








Woolworth 5 and 10c store came into exist 
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ence. (The limit had _ been 
ised from 5 to 10c with the 
very first trial.) As Woolworth’s 
idea for dramatising small 
change was proved to be sound 
it was taken up by his brother, 
his cousin, and three of their 
close friends. And by 1911 there 
were 596 stores selling under the 
new principle in important trade 
centers. Foreseeing the econo- 
mies that jomt management 
would bring, these men decided 
to pool operations, and in 1912 
the F. W. Woolworth Co. was 
formed. 

In that year the number of 
stores reached 631. And every 
year since then has seen an in- 
crease in the number of stores 
operated. Last year net addi- 
tions to the list numbered six 
and raised the total to 2,021. The 
merchandise offered in these 
stores is so widely diversified as 
to defy listing. The average 
store carries over 4,000 items 
and the metropolitan units na- 
turally exceed that figure great- 
ly. A glance through a descriptive booklet issued on the 
occasion of the company’s 60th anniversary last year 
reveals divisions offering a complete line of stationery, 
kitchenware, hardware, toys, tableware, dishes, pharma- 
ceuticals, drugs, candy, glassware, cosmetics, and elec- 
trical equipment, to mention a few. For many years a 
great portion of this merchandise came from abroad. 
Japan and Germany, Italy and Czechoslovakia could all 
produce goods more cheaply than American factories and 
despite the high tariffs, Woolworth did better to import 
these articles than to buy domestic manufactures. Re- 
cent events have entirely changed this picture, however, 
and last year the company reported that over 9914 per 
cent of all the merchandise it sold was made right here 
in America. Moral embargo, political strife and war in 
Europe and the Far East have completely cut out Wool- 
worth purchases in foreign markets. Naturally this has 
acted to lower the profit margin on sales, but is outside 
the control sphere of the company. The one good factor 
in the change has been improved public relations between 
customers and the stores. In small towns the goodwill 
of the people is perhaps even more important than offer- 
ing the best value and the high percentage of foreign 
goods brought sharp criticism. 





Charles Phelps Cushing 


Profitable Investments 


The company’s investment in foreign subsidiaries has 
heen very profitable except as unforeseen political devel- 
opments have acted to destroy property rights. The 
British unit operates 759 stores at the present time and 
has been growing steadily while at the same time turning 
in record earnings. This trend has been in direct con- 
trast to the performance of the domestic stores. In 1927, 
for instance the stores in the United States and Canada 
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The Fifth Avenue store in New York acts as a proving ground for the rest of the chain. 


earned $24,299,000 while the British and German units 
earned $6,458,000 for the parent concern. And last year 
the domestic units earned $18,124,000 while the English 
units alone reported $10,338,000 as the parent concern’s 
share in their earnings. 

There is as yet no restriction on the transfer of divi- 
dends from England to the domestic company, but the 
drop in sterling together with increased taxation will 
reduce the proceeds somewhat. Since the war, however, 
the British stores report an actual increase in sales and 
earnings with the result that dividends have been slightly 
increased. Thus far this year $5,140,000 in dividends has 
already been paid to the parent company by the British 
subsidiary despite the depressed level of the pound which 
is currently around 14 per cent lower than it was when 
the last dividends were transferred. The investmerrt in 
the British subsidiary was carried on the books of the 
company at the end of last year at a value of $40,587,325 
although the market value of the shares at that time 
was $189,633,558. 

For some years a subsidiary has operated 82 stores 
in Germany. Though these units were profitable for a 
long time the changes brought about by the advent of 
Hitler to power have made it impossible to bring these 
profits home to America. Therefore, in spite of the fact 
that Germany could well be an excellent market with 
plenty of room for expansion, there is no incentive to 
increase the number of stores even if the government 
would permit it. As a matter of fact the Germans went 
out of their way to injure the Woolworth chain by estab- 
lishing so-called fixed price stores under the management 
of a company that was sponsored by the government. 
At the present time the parent company has set up a 
$6,000,000 reserve against the investment in Germany, 
or about 55 per cent of the book value of that holding. 
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Courtesy Woolworth Co. 


Interior of store recently opened in West New York, N. J. 


It appears that profits from foreign investments will 
be somewhat curtailed for the duration of the war in 
Europe in spite of gains in sales. Attention must accord- 
ingly be focused more closely on domestic operations. 
The action of the company in raising the price levels of 
the merchandise sold in domestic, Canadian, and Cuban 
stores was undoubtedly a factor in lifting sales last year 
to the record level of $318,839,663. This was approxi- 
mately $14,000,000 over the previous record, made in 
1937. But it gives no definite indication that the trend 
of earnings has been improved correspondingly, for the 
net was $3.02 per share as compared with $3.40 per share 
in 1937. Of course it marked a good improvement over 
1938 in which year earnings were $2.95 per share, and 
showed that a good measure of the sales increase was 
carried to net, since 1938 sales were only $474,000 below 
the 1937 level. 

Then, too, other factors enter into the picture as it 
stands today. The success of Woolworth over the last 
60 years has naturally fostered competition. And this 
competition creates a merchandising problem among 
other things. Displays must catch the public eye and 
shopping must be made easy. In this connection Wool- 
worth has been spending a lot of money on a moderniza- 
tion program. The red and gold painted wooden store 
fixtures are rapidly giving way to up-to-the-minute fix- 
tures, indirect lighting and air conditioning. Naturally 
this involves a lot of money—but it is a necessary invest- 
ment. Last year in carrying out the remodeling program, 
152 stores in central locations were entirely redecorated 
and of course the 14 new stores opened during the year 
offer the most modern equipment. Total construction 
jobs done in the last four years since the program was 
started number 726 or better than one third of the total 
stores in operation. 

In order that the renovating might be done without 
in any way impairing the working capital of the company 
an issue of $10,000,000 sinking fund debenture 314s due 
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in 1947 was sold. Together with 
$2,480,850 in purchase money 
mortgages, this constitutes the 
only obligation ahead of the 
9,750,000 shares of common 
stock issued. Of this number, 
46,391 shares are held in the 
treasury. The financial position 
of the company at the end of 
last year was as excellent as ever, 
The combined balance sheets for 
the domestic and Canadian con- 
cerns showed cash of $22,620,077, 
more than equal to current lia- 
bilities of $16,379,178. The presi- 
dent’s letter to the 64,148 stock. 
holders of the company stated 
that an inventory position of 
$45,977,000 was in keeping with 
sales expectations for this year 
and insured a rapid turnover, 
thereby keeping fresh merchan- 
dise on the counters at all times. 

The merchandising record of 
the company is unrivaled in 
American business. Woolworth 
sells $318,000,000 worth of goods in a single year, mostly 
in small articles. Obviously a slip-up in operations any- 
where along the line would mean chaos and the wiping 
out of profits. 

Perhaps the secret lies in the fact that most of the 
key executives have risen from the very bottom ranks 
and accordingly know the ins and outs of every opera- 
tion. The chairman of the board is the founder’s brother 
and worked in the first stores at a weekly salary of 
$7.00. Profits were made in those first days because 
every penny was watched. Purchases were wrapped in 
old newspapers that Frank Woolworth himself carried 
from the printers in order to save the tiny fraction of 
a cent per purchase that brown paper would have cost. 
Small wonder then, that with this background the Wool- 
worth executives have achieved and maintained a deli- 
cate balance between a high degree of decentralized 
flexibility in the management of individual stores and 
central executive supervision. 

This means that today Tom Smith, the manager in 
store number 1,583 located in Small-town may deter- 
mine what merchandise will sell best in his own com- 
munity and arrange for the appropriate sales display to 
move it. But the major principles of operations, together 
with the purchasing of goods that he sells is under 
the central office. Initiative is thus encouraged while 
exact control is maintained at all times. 

The battle for new articles that will attract the public 
eye goes on endlessly, but the major fight was won years 
ago in the early days of the company’s history when 
Frank Woolworth succeeded in buying directly from the 
manufacturer. At first factories were afraid to sell to 
him for fear that the wholesalers with whom they dealt 
would ruin them. But in the end Woolworth won, and 
today large manufacturers vie with one another for 
contracts. Purchases are made far in advance on a great 
many items, and the opportunity that this affords the 
producers to arrange manu- (Please turn to page 706) 
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Rayon Enters New Phase 


Expanding Production 
to Record Heights, 
the Industry Also 


Acquires Competitors 


BY JESSE J. HIPPLE 


a rayon industry has just completed its third 
decade of commercial production. And, as now 
appears to be a well established “custom of the 
trade,” has produced a brand new set of records 
for output and consumption. Indeed, in the 
past thirty years, the rayon industry has 
failed on only four annual occasions to report 
sharp increases in both supply and demand. 

Rayon was not new—in the sense that it previ- 
ously had been unknown—when commercial production 
began in this country back in 1910. The fact that vege- 
table fiber could be dissolved and later be spun into a gos- 
samer-like filament was known in Europe as far back as 
1852. It was as a substitute for silk that commercial 
production was first attempted in England in about 1883 
but the product was too crude and weaving difficulties 
were too numerous to make the material economically 
acceptable. 

When rayon was first introduced into this country on 
4 commercial scale, it still had many of the formerly 
objectionable features. The yarn was coarse and heavy, 
it lacked eye-appeal, it took dye poorly, it felt sleazy 
and it could only be converted into a sort of cloth through 
a knitting process that left much to be desired. The 
earliest commercial use for this type of rayon cloth was 
in the manufacture of cheap underwear. True, much of 
today’s rayon cloth is still converted into underwear, 
but the older product was highly absorbent, stretched 
unmercifully and was subject to numerous—and at times 
inconvenient—runs. 

Through constant research and rapid technical ad- 
vancement, rayon weavers now offer many fabrics rang- 
ing from the sheerest of georgettes to the heaviest of 


MARCH 9, 1940 


ey ep as 


All photos in this article by Nesmith Associates 


brocades with all of the in-between varieties. Rayon 
satin, outshining silk in luster and brilliance of color, 
taffetas, with all of their formal stiffness, weight and dull 
sheen, dull crepes, soft in both textures and hues, and 
brushed yarns that rival wool itself may all be had in a 
variety and a uniformity of quality that is unequalled 
by any natural fibre. 

There are four general types of rayon of which viscose 
and acetate are the best known. The remaining two 
types are known as nitrocellulose and cuprammonium 
rayons but compared with the others they are of rela- 
tively small commercial importance. The viscose process 
is by far the leading method of making rayon yarn and 
while it currently accounts for about two-thirds of all 
the rayon made in this country, its superiority is being 
strongly challenged by the acetate method. 

Basically, viscose and acetate rayon stem from the 
same root. Material rich in cellulose—wood pulp or cot- 
ton linters—is treated with chemicals and water until 
dissolved. The resulting cellulose compound is then 
forced through “spinnerettes” or nozzles containing a 
number of very small holes, forming a number of tiny 
filaments which are twisted into yarn. The size of the 
holes in the spinnerette and their number determine the 
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gauge of the finished yarn. It is at this point that the 
close similarity between viscose and acetate yarn is lost. 

Viscose, known as a regenerated cellulose yarn, must 
be fixed, or hardened, by the action of a chemical bath. 
Acetate yarn needs no regeneration since it will harden 
upon exposure to air. The necessity of “setting” viscose 
yarn has been one of the obstacles to speeding produc- 
tion. Industrial Rayon Corp. has recently perfected a 
process by which yarn, that previously took ninety hours 
to produce by the older viscose process, may now be 
produced in less than seven minutes. If continuous 
spinning of viscose proves successful, other manufacturers 
will of necessity adopt Industrial Rayon’s method. 
Although very similar in general appearance, acetate 
rayon yarn is said to have many technical advantages 
over other types of rayon yarn. It is said to offer better 
resistance to stains, absorbs less moisture, drapes and 
tailors better and possesses a higher resistance to mildew 
in the tropics. A feature common to both types of yarn 
is that their thickness may be varied at will, even in the 
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Leading Rayon Makers 


Dividends Recent 
1939 1939 Price 


$3.00E $1.25 18% 
3.50E 0.50 28% 
7.75E 7.00 184 
1.65E 0.75 26 
3.25E 2.50 25 


Earnings Per Share 
1936 1937 1938 


$1.77 $1.31 $2.27 
Celanese Corp 2.04 0.26 


Company 
Burlington Mills. . . 


duPontde Nem.. 7.53 7.25 3.74 
Industrial Rayon... 2.24 0.35 0.24 
N. A. Rayon“A", 3.49 4.17 
Tubize Chatillon... 

d—Deficit. 


0.60 


d0.25 1.04 d2.85 nil none 10 


E—Estimate. 





same filament, thus making them adaptable to novelty 
weaves of infinite variety. 

A more recent innovation in rayon making is rayon 
staple. For this product, the filaments are formed in the 
same manner as for viscose or acetate yarn, but before 
they are twisted, they are cut into short lengths. After 
that, they are spun in the same manner as wool or cotton 
and it is in combination with these two natural fibres 
that rayon staple finds its widest use. Rayon staple was 
first introduced on a commercial scale just prior to 1936, 
In that year, about 25 million pounds were consumed, 
Since that time consumption has quadrupled and as yet 
there are no signs of slackening demand. 

Last year there were more than 360 million pounds 
of rayon yarn consumed, about 30 per cent more than in 
1938, 172 per cent more than in 1929 and, of course, a 
new high record volume. The bulk of the gain in con- 
sumption was experienced in the last half of the year and 
will probably continue through this year with the result 
that a new set of records are probably in the making 
for this growing industry. Rayon staple consumption 
of about 100 million pounds was about 88 per cent greater 
than in 1938 and was nearly four times greater than 
in 1936, the year of its commercial debut. However, of 
the 100 million pounds of rayon staple consumed in this 
country in 1939, only about 53 per cent was domestically 
produced, the balance being imported. England, with 
more than 25 million pounds, was the leading foreign 
supplier of rayon staple, but Italy and France were also 
heavy contributors. 


Rayon Consumption at Peak Levels 


Significantly, the combined consumption of rayon yarn 
and rayon staple in this country last year exceeded that 
of raw wool by 14 per cent despite the fact that wool 
consumption was itself at a ten-year peak. Then, too, 
while rayon consumption was achieving a new high 
volume, silk consumption declined to 383,421 bales, the 
smallest volume in fifteen years. 

At the close of 1939, American rayon producers had 
an estimated annual operating capacity of about 375 mil- 
lion pounds of filament yarn and about 65 million pounds 
of staple fibre. It must be pointed out, however, that 
while the staple fibre capacity is rated at only 65 million 
pounds, this figure is based upon the output of those 
machines specifically set to make staple fibre. Staple 
and yarn machines are interchangeable in many cases s0 
that either yarn or staple can be made according to pre- 
vailing demand. Current plans call for an increase of 
about 10 per cent in filament yarn production capacity 
and at least a 100 per cent increase in staple fibre output 
facilities during this year. 

Rayon prices, throughout last year, were remarkably 
stable in comparison to other textile materials. Raw silk 
prices rose nearly 100 per cent, raw wool prices increased 
almost 50 per cent and even cotton prices were 20 per 
cent above a year ago. In comparison, rayon yarn prices 
were unchanged from those of 1938 until almost the close 
of the year, at which time they were increased less than 
4 per cent. During the entire year, rayon staple prices 
were unchanged. 

The rayon industry has apparently learned its inven- 
tory lesson. Beginning late in 1937, in response to the 
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belief that a general business recovery was then under 
way, rayon yarn manufacturers piled up an extensive 
inventory of finished yarn amounting to nearly 70 mil- 
jon pounds. Consumption, which had been running at 
the rate of about 27 million pounds monthly during the 
middle of the year, fell off to a paltry 9 million pounds 
in December. Although that month marked the bottom 
of the decline in rayon yarn consumption, there were no 
sharp gains in demand until well into 1938. From that 
time on, rayon yarn producers devoted their efforts to 
reducing their inventories. Maintenance of reasonably 
low prices, refusal to produce more yarn than was war- 
ranted by current orders and a generally better demand 
for the product have so successfully reduced producer 
yarn stocks that at the close of 1939 the manufacturers 
had less than a one-week supply on hand. Stocks of 
staple fibre were also at comparably low levels. 

About eighteen companies comprise the domestic 
rayon industry. Of these, three are large—controlling 
about 55 per cent of the industry’s total productive 
capacity—six are of medium size and the remaining nine, 
possessing only 6 per cent of the total estimated capacity 
between them, are small. The largest producer is the 
British-controlled American Viscose Corp. This com- 
pany owns about 25 per cent of all the domestic produc- 
tio capacity. The second largest producer is du Pont 
with an estimated annual output capacity of about 
65 million pounds. All of these figures are subject to 
near term upward revision since both of these producers 
are expanding facilities as rapidly as possible. The bulk 
of the rayon produced by both American Viscose and 
du Pont is viscose filament yarn but both companies also 
have ample facilities for the production of acetate fila- 
ment yarns and staples. The third largest yarn producer 
is the Celanese Corporation which confines its products 
solely to acetate filament yarns. Celanese has, however, 
recently developed a new “strong” yarn which the com- 
pany claims will find its best markets in the automobile 
tire and hosiery trades. Celanese is also responsible for 
the so-called “abraded” yarn that produces a nap similar 
to wool in the finished cloth. 

Du Pont has recently put into commercial production 
anew synthetic yarn called Nylon. The yarn is a substi- 
tute for silk—mainly for use in women’s hosiery—and 
is claimed to be superior in many ways to the natural 
product. Test sales of stockings made from Nylon have 
met with enthusiastic public acceptance, but as yet pro- 
duction capacity is limited. Du Pont plans to make 
about 4 million pounds of Nylon this year—about equal 
to 10 per cent of the amount of silk normally consumed 
each year in the manufacture of full fashioned hosiery. 
Union Carbide Co., in conjunction with American Vis- 
cose, is producing a new yarn—somewhat similar to 
Nylon—made from an acetylene base. This new product 
is expected to findsits widest use in industrial felts for 
paper making and filter cloths. There are many more 
non-rayon synthetic fibres now in experimental stages. 
They include products made from milk, fish, slaughter- 
house waste and minerals. All have their own potential 
spheres of usefulness but none as yet appear to be serious 
competitors of rayon. 

Resumption of heavy consumption in the last half 
of 1988 permitted the rayon industry to finish that year 
with a profit. Increasingly (Please turn to page 706) 
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Colgate — Palmolive — Peet 


Expands Earnings on Minor 
Dips in Business Conditions 


By H. F. TRAVIS 


; tone production and sale of soap is not a business or- 
dinarily thought of as containing much of the cyclical 
or speculative element. After all, soap, dentifrices, shav- 
ing cream and other toilet articles are consumers’ ne- 
cessity goods and it takes some pretty wide swings in 
the curve of general business activity to bring about any 
appreciable changes in the demand for such everyday 
living essentials. But looked at from another angle— 
from the angle of production costs and inventory risks— 
the business has a little more “kick” to it than is gen- 
erally realized. Witness the experience of Colgate-Palm- 
olive-Peet over the past few years. 

Colgate’s principal raw materials are oils, fats and 
alkalis which at times fluctuate widely in price but for 
which there are no futures markets that would enable 
the company to hedge the large inventories it must carry. 


Charles Phelps Cushing. 


684 


Price gyrations of the sort that have occurred in recent 

years not only affect production costs but make for sub- 

stantial inventory profits and losses. The combined 

price of tallow, palm oil and coconut oil, each weighted 

according to its relative importance to the company, 

dropped from 7 cents to 5 cents a pound in the first five 

months of 1936, thereafter rising sharply to almost 10 

cents in the forepart of 1937. From that peak, prices 

went into a long toboggan slide, pulling up at 514 cents 

in mid-1938, bouncing a little and settling gradually 

down again to about 4.9 cents in August, 1939. The war 

brought another sharp flurry which, however, was short 

lived; by the close of the year, prices were easing off 
toward levels of the previous year-end. 

These fluctuations naturally were not without their 

effects on profit margins. They were reflected in a 15 

per cent rise in costs in 1987 

against an increase of only 11% 

per cent in sales, and a 4% per 

cent decline in costs in 1938 

while sales remained virtually 

unchanged. In addition, opera- 

tions were charged with inven- 

tory writedowns equal to $2 per 

common share in 1937 and 48 

cents in 1938. It was primarily 

due to these factors that a com- 

mon share deficit of 35 cents, 

after preferred dividend require- 

ments, was recorded in the peak 

business recovery year 1937 (as 

compared with earnings of $1.40 

the year before) and that a 

profit of $1.77 was reported for 

1938, a year of depression for 

business at large. Lower adver- 

tising expenditures also played 

a part in the latter year’s im- 

provement; variations in pro 

motion outlays are at times as 

important as raw material price 

changes in influencing earnings. 

It remained for 1939, how- 

ever, to give the company its 
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biggest recent profits boost. The year’s gain in sales was 
not large—less than 21% per cent, in fact, though even 
that was sufficient to place dollar volume at the highest 
level in Colgate’s history—nor was the reduction in costs, 
amounting to about one-half of one per cent, anything 
to take your breath away. But because profit margins 
are typically narrow at best, the effect on earnings was 
substantial. Net jumped 35 per cent while the balance 
available for the common rose 55 per cent to $2.74 per 
share, best since the $3.12 reported for 1931. 

Aside from raw material price fluctuations, Colgate’s 
chief concern is with world affairs. The company’s far 
fung overseas activities—plants are operated in Aus- 
tralia, Canada, Cuba, England, Germany and Mexico 
and business is conducted in 66 other foreign countries— 
necessarily make for a degree of uncertainty under pre- 
vailing world conditions. But though 30 per cent of last 
year’s net income came from abroad, the company’s for- 
tunes are less closely tied up with the hazards of war than 
they seem at first glance. As the management hastened to 
tell stockholders after the outbreak of hostilities last fall, 
less than 5 per cent of total assets are in Europe and 
less than 4 per cent in Britain, France, Germany and 
Italy. 


Hedging Against Foreign Losses 


Risks of this character have long been minimized by 
financing operations in foreign countries as far as pos- 
sible through local bank loans. Moreover, it has been 
the company’s practice to include foreign profits in over- 
all earnings only to the extent that they are actually re- 
ceived in dollars. The remainder, largely representing 
funds in Germany and Italy, is set up on the balance 
sheet as “deferred profits,” an item that may or may not 
be realized at some future date. Further safeguards 
include a substantial reserve against exchange fluctua- 
tions (which presumably was dipped into with the deval- 
uation of the pound last year) and a policy of having 
many products produced under contract by foreign 
manufacturers. 

If Colgate has more than its share of worries over in- 
ternational power politics, it at least has little or no labor 
worries. Wages account for only about 5 per cent of 
manufacturing costs and employe relations have been 
notably satisfactory. Nor are there much in the way of 
general manufacturing problems since the process of 
making soap, though highly mechanized, is relatively 
simple. 

Soap is merely the end product obtained from boiling 
afat, such as tallow, or an oil, such as olive oil, with an 
alkali (soda for hard soap, potash for soft) and draining 
off the by-product glycerine. After the mix has been 
boiled in steam heated vats, salt is introduced to carry 
the watery solution of glycerine, unused alkali and im- 
purities to the bottom to be pumped off; the glycerine 
ultimately finds use in the production of almost every- 
thing from beauty creams to explosives. After it is re- 
moved from the vats, the soap stock is washed and 
churned, then stored for hardening. Next it is flaked or 
cut into bars, stamped, wrapped and packed into cartons. 
From there on begins the most important job of all: 
selling. 

The company’s soaps, cleansers, shaving cream, tooth 
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powder and other preparations, sold under the well ad- 
vertised trade names of “Palmolive,” “Super Suds,” 
“Colgate,” “Cashmere Bouquet” and others, are pro- 
duced domestically in five plants advantageously located 
throughout the country to minimize transportation costs 
which represent a considerable part of distribution ex- 
pense. Marketing of products is through three separate 
departments—soap, toilet articles and industrial—each 
with its own national staff and contacting, respectively, 
the grocery trade, the drug trade and such industrial and 
institutional customers as laundries, hospitals, schools, 
hotels, etc. Glycerine is handled by the toilet article 
division and also by a special sales staff. Needless to 
say, merchandising and promotion play all-important 
parts in the company’s selling activities. Last year Col- 
gate spent $4,775,000 on advertising, up 54 per cent from 
1938 and placing it in sixth place among the country’s 
big money advertisers (Procter & Gamble was first with 
a whopping $11,256,000) . 

Though the $2.74 that the company reported for 1939 
was its best showing in seven years, it has yet to re- 
cover its earnings stature of the late *twenties and early 
‘thirties. Peak profit year was 1929 when net per com- 
mon share amounted to $4.03. The onset of depression 
brought a moderate decline in sales and earnings but 
Colgate was still doing fairly well as late as 1931. In 
1932, however, the depression caught up with the soap 
business; according to the company’s annual report for 
that year “ .. . readjustments arising from the depres- 
sion as far as the soap industry is concerned were largely 
concentrated in the year (Please turn to page 708) 
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BUSINESS: In addition to controlling the Soo Line and other Ameri- 
can subsidiaries, Canadian Pacific operates about 17,000 miles of line 
reaching all the principal centers of eastern Canada as well as the 
important grain and timber areas of the West and Northwest. Also 
owned are sizable investments in coal, lumber, oil, mineral and agricul- 
tural lands and a controlling interest in Consolidated Mining & Smelt- 
ing. Auxiliary services operated by the road include news, telegraph, 
express, hotels, ocean and inland waterway transportation, Largest 
privately-owned rail system in the Dominion, CP also operates grain 
elevators and its own sleeping and parlor car services and holds a 
minority interest, together with Canadian National, in Canadian Airways, 
Ltd, Passage of the Canadian National-Canadian Pacific Act in 1933 
has benefited earnings by half a million dollars annually. 


FINANCIAL POSITION: Finances were in good shape at the end of 
1938, $49,900,000 of current assets, including $21,900,000 cash, com- 
paring with $13,000,000 of current liabilities, and have probably im- 
proved since. As for capital structure, 13,400,000 ordinary (common) 
shares of $25 par value are preceded by $137,256,921 of 4% non- 
cumulative preference stock and $527,629,953 of fixed obligations. 


OUTLOOK: Large wheat carryover is a currently helpful factor though 
traffic is diversified and mine and forestry products as well as passenger 
travel count importantly. Canadian industrial activity has been expand- 
ing since the beginning of the war and should affect rail traffic totals 
favorably in coming months. Should the pace of hostilities be stepped 
up, economic activity and carrier earnings would no doubt be influ- 
enced further as the Dominion is one of the Allies’ most important 
sources of supplies. Though operating costs will be higher this year, 
earnings may well recover to the best levels since 1931. 


MARKET ACTION: Market 


Average 
*37 high to '38 low...... 64% decline 
*38 low to '38 high 16% advance 
*38 high to '39 low....... 62% decline 34% decline 82% wider 
'39 low to '39 high 100% advance 44% advance 105% wider 


Average volatility on four moves 45% greater than M. W. S. index of 309 stocks. 
COMMENT: Recent price 5!/. Shares have merit as peace hedge but 
existing Canadian war taxes are a detracting factor for the present. 
Dividends are not considered a near term prospect though another small 
profit should be earned on the ordinary shares this year. 


CP's moves relative 
to the market 


11% wider 
17% narrower 


Canadian 
Pacific 
71% decline 
63% advance 


Long Term Record 
Gross a Net 


(thousands) (thousands) Share 
$180,901 $38,382 $2.49 
142,338 13,634 63 
123,937 258 d.39 
114,270 d2,597 d.60 
125,543 2,686 d.21 
129,679 2,832 d.20 
138,563 6,029 .04 
145,086 30 
142,259 
151,281 
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Year Ended Net Per Price 
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4534-103, 
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1814-1074 
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BUSINESS: A marginal Nevada copper producer, this company oper. 
ates no treating plants but ships its ore to a nearby Kennecott concen 
trator and smelter; its blister copper is refined by American Metal, 
Reserves are estimated at about 15 years’ production at present rate 
of output. A fairly high gold and silver content of ore has brought 
copper production costs down to around 7 cents a pound before non- 
cash charges and taxes but after development charges. 


FINANCIAL POSITION: Capitalization is simple, consisting only of 
1,588,218 shares of $5 par common stock. Treasury position as of May 
31, 1939, was satisfactory, cash holdings alone of $880,000 being double 
current liabilities of $440,000 while total current assets amounted to 
$3,070,000. Net working capital appears adequate in relation to sales 
volume but, as of the last balance sheet date, inventories were higher 
than in some years past, mainly in reflection of an increased rate of 
operations. 


| OUTLOOK: Under its smelting contract with Kennecott, revised this 


year to permit treatment of 8,000 tons of ore daily, the company is 
raising its output by about one-third. Higher operating rates should 
lower overhead unit costs. Also, ore treatment charges are scheduled 
to be reduced next fall. Though copper prices have been weak since 
the turn of the year, a firming tendency has been evident of late and 
quotations are likely to continue above the average for 1939. This com- 
bination of factors suggests materially improved earnings this year, 
especially if development charges are reduced. An additional tar 
assessment for the year 1937 has been levied against the company to 
an amount of $357,420 by the Bureau of Internal Revenue; a protest 
has been filed, however. Output will be again increased next summer. 
MARKET ACTION: Consolidated Market 
Coppermines Average 

‘37 high to '38 low.... 10% decline 64% decline 
'38 lowto '38high....... 146% advance 16% advance 
38 high to '39 low....... 46% decline 34% decline 35% wider 
"39 low to '39 high....... 138% advance 44% advance 314% wider 

Average volatility on four moves 112% greater than M. W. S. index of 309 stocks. 
COMMENT: Recent price—9. This year should see a worthwhile ex- 
pansion over the 80 cents per share estimated earnings for 1939 which, 
incidentally, were the best in many years. Somewhat larger dividends 
may also logically be expected. 


CCP’s moves rela- 
tive to the market 


9% wider 
92% wider 


Long Term Record 


Copper Net 
Sales Income (a) Net Per 
(thousands) (thousands) Share (a) 


$4,586 $684 $ .48 
1,223 d606 
d633 
1933 d 26 
1934 d 46 
1935... ve nil sagt 
d 17 F er: 3% 
503 d $ 121% 115/- 3% 
325 E .25 BYe- 31h 
1,270E j -30 11 - 4% 
(a)—Before depletion. E—E€stimated. 
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WSINESS: Concentrating its efforts toward the development of a line 
d light to medium weight vehicles, Di T has one of the 
jaders among the smaller manufacturers of motor trucks. In contrast 
vith most others in the industry, however, the company purchases its 
prs from outside manufacturers. Plant is located in Chicago and 
yhile the domestic market accounts for the major portion of sales, 
uport business ordinarily provides about 25% of volume. 


HINANCIAL POSITION: There are no capital obligations senior to the 
wmmon shares, the company having retired its small preferred issue 
weral years ago. Capitalization thus consists of 421,259 shares of $2 





pr common. Net working capital at the end of 1938 appeared ade- | 


quate from a sales volume standpoint and was probably bolstered 


wmewhat last year. Latest balance sheet (December 31, 1938) re- | 


yaled current liabilities of $460,000 to be covered by cash alone of 
$510,000, while total current assets amounted to $2,220,000. 


OUTLOOK: The company would stand a very good chance of becom- 
ing a first rate war baby should land operations in the war abroad be 
appreciably stepped up in tempo. Both Studebaker and White Motors 
fave already received substantial truck orders from France. Given 
materially increased activity on the Western Front and elsewhere, these 
wuld probably be repeated ona considerably larger scale and would 
» doubt be spread among a larger number of manufacturers including 
Diamond T. Apart from the war angle, the company is favored by the 
tend that has developed among truck users in recent years toward 
lighter weight vehicles. Though it is not ‘improbable that operating 
sults for current months will fall somewhat short of those of the latter 


limitation of operations to assembly work tends to hold overhead costs 
0a minimum even in periods of attenuated volume. 


MARKET ACTION: Diamond T Market 
Motor Car Average 
‘Thigh to '38 low... 


78% decline 64% decline 
‘Blow to '38 high. . 120% advance 16% advance 
‘high to '39 low... 53% decline 34% decline 56% wider 
‘Mlowto'39 high....... 105% advance 44% advance 116% wider 
Average volatility on four moves 63% greater than M. W. S. index of 309 stocks. 


COMMENT: Recent price—9/>. Company's stock is among the more 
dynamic performers of the list's low priced issues. In addition to the 
posibility of foreign war business, some may also be forthcoming from 
te U. S. Government should the Army increase its truck purchases 
wbstantially. Prospects are that 1940 as a whole will see a further 
atension of earnings gains. 


Long Term Record 
Net Net 


ales Income 
(thousands) (thousands) 


$5,536 

8,210 
1935... 9,957 
1936... 14,436 
1937... ‘ 13,406 1.00 
1998... 8,598 .25 
1939(9Mos.) 7,306 z 40 


DTM'’'s moves rela- 
tive to the market 
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BUSINESS: The S E C is now undertaking to reorganize this company 
under corporate simplification and geographical integration provision 
of the Utility Act. Its two most important subsidiaries are Virginia Elec- 
tric & Power, which provides 35% of consolidated gross and 55% of 
earnings, and Gulf States Utilities, furnishing 20% of gross and 
36% of profits available to the subject company. Operations of 
Engineers’ far-flung system are mainly electrical and, since revenues 
come for the most part from commercial and residential sales— 
these account for nearly 70% of revenues—an element of stability 
is provided. 


FINANCIAL POSITION: As of Sept. 30, 1939, treasury position was 
satisfactory, current assets of $22,800,000, including $13,850,000 in cash, 
comparing with current liabilities of $15,840,000. Depreciation reserve 
was 8.8% of gross property account. The parent company has no funded 
debt though there are $143,746,000 of subsidiary obligations outstand- 


| ing and some $69,444,000 of subsidiary preferred. Preferred stock of 
| parent company is in three issues as follows: 156,001 shares of $5 con- 


vertible preferred, 193,83! shares of $5.50 preferred and 73,183 shares 


| of $6 preferred. Equity capitalization consists of 1,909,968 shares of 


$1 par common. 

OUTLOOK: Cost control has been good but the company's chief sub- 
sidiaries are now earning close to their allowable return, suggesting 
that the profit trend from here on will depend in large degree on the 


| attitudes of regulatory commissions and the overall volume of power 
| sales. Gulf States Utilities revenues, affected last year by unfavorable 
| conditions in the oil industry, have lately turned upward, holding out 


| "37 high to "38 low....... 
| '38 low to '38 high....... 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
\ 


pat of last year, the longer range outlook is moderately promising. | hope, together with an encouraging outlook for Virginia Electric, of 


gains in consolidated gross this year. 


MARKET ACTION: 


EN’s moves relative 
to the market 


34% wider 
92% wider 


Market 
Average 


64% decline 
76% advance 


Engineers 
Public Service 


86% decline 
146% advance 
‘38 high to '39 low....... 46% decline 34% decline 35% wider 
'39 low to "39 high....... 138% advance 44% advance 214% wider 

Average volatility on four moves 94% greater than M. W. S. index of 309 stocks. 


COMMENT: Recent price—9. Heavy senior capitalization makes for 
considerable leverage on the common despite stability of gross rev- 
enues. Though arrears were cleared on the preferred three years ago, 
no dividends have been forthcoming for the common. 


Long Term Record 


Gross Net 
YearEnded Revenues Income 
Dec. 31 (thousands) (thousands) 


1930 $6,973 
1931 
1932.. 
1933 
1934 
1935.. 
1936 
1937. 
1938 
1939 


Price 
Range 


6734-3648 
2.16 49 -15 
98 # 25 -4 
d.50 at 14%4- 3% 
d.63 83%4- 2 
814-1 
1614- 714 
17¥4- 3 
1014- 2% 
13¥%e- 7 


Net Per 
Share 
$53,042 $2.62 
51,202 
44,835 
41,842 
43,688 
45,086 
48,721 
52,457 
52,716 
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BUSINESS: Though its charter was revised about two years ago to per- 
mit it to engage in all branches of the oil and gas business, Mission 
Corp. remains essentially a holding company. Its investments consist 
of 569,657 shares or 57% control of Skelly Oil, 1,050,223 shares repre- 
senting a 16% interest in Tidewater Associated Oil and 44,700 shares 
er less than a 5%, interest in Pacific Western Oil. Mission was origi- 
nally organized in the latter part of 1934 by Standard of New Jersey 
as a medium through which the latter concern distributed to its stock- 
holders its holdings of Skelly and Tidewater. 


FINANCIAL POSITION: In view of the company's status as essen- 
tially an investment trust or holding company, treasury position is not 
of especial significance. However, as of December 31, 1938, current 
liabilities of only $51,014 were amply covered by cash of $898,832. 
Capital structure is simple, there being no preferred stock or funded 
debt outstanding. Equity is represented by 1,378,645 shares of $10 
par common. 


OUTLOOK: Earnings are dependent directly on dividend distributions 
of Skelly and Tidewater (Pacific Western, also primarily a holding 
company, holds blocks of Tidewater and Mission) and indirectly on the 
level of crude and refined products in the petroleum industry since 
sales of Skelly and Tidewater are comparatively stable. Skelly's divi- 
dend policy is relatively conservative in relation to earnings while that 
of Tidewater tends to be liberal. Last year was a poor one for the 
oil industry and though there was some improvement in the final 
months, the situation cannot yet be described as wholly favorable. 
Heavy refinery runs have resulted in accumulation of uneconomically 
heavy gasoline stocks which, in turn, have brought about noticeable 
price weakness since December with the possibility of further mark- 
downs yet to come. Some improvement before the year is out, how- 
ever, particularly if the pace of war is stepped up, is by no means 
unlikely. 


MARKET ACTION: 


‘37 high to ‘38 low 
*38 low to ‘38 high... 
‘38 high to '39 low.. 51% decline 34% decline 50% wider 
"39 low to '39 high 70% advance 44% advance 59% wider 
Average volatility on four moves 25% greater than M. W. S. index of 309 stocks. 


Market 
Average 


64% decline 
716% advance 


MCO's moves rela- 
tive to the market 


3% wider 
12% narrower 


Mission 
Corp. 
66% decline 
67% advance 


COMMENT: Recent price—9!/2. Company's primary dependence on 
dividend income makes for a certain amount of earnings leverage 
despite absence of any capital issues senior to the common shares. 
Mission's practice is to distribute virtually all of earnings to stockholders. 


Long Term Record 


Total Net 
Year Ended Income Income 
Dec. 31 (thousands) (thousands) Share 


0095.55... nil d$36 d$.03 
1936.... $ 790 678 48 
opaT...:. 1,967 1,808 1.31 1.25 34 -15 
1938..... 1,541 1,428 1.04 1.00 1734-1054 
“ae -85E 65 14%- 8%, 


Net Per Divi- 


dends 


Price 
Range 


eat 1734-103, 
$ .45 2974-163, 


E—Estimated. 


Vtuunbrua Stock 4ppruatoel 





BUSINESS: Since its formation in 1936 by merger of Nash Motors and 
Kelvinator Corp., this company has been actively engaged in boh 
automotive and electrical refrigeration fields. Nash, like other small ca 
builders, finds competition with the big three rough going but cen. 
tinues to garner a fair share of the business in the medium price field, 
Company is currently tooling up for production of a light weight vehich 
in the low price field similar to Studebaker's successful ‘Champion’ 
and will probably have it on the market by late summer. Kelvinate 
manufactures about one-fifth of the country's electrical refrigerator, 


FINANCIAL POSITION: The fiscal year ended September 30, 1939, 
saw a noteworthy strengthening of the company's treasury position, 
inventories declining about 20% and cash rising around 30%, to a figure 
of $17,100,000 or close to three times current liabilities of $6,500,000, 
Total current assets footed up to $28,100,000 leaving a net working 
capital quite satisfactory in relation to sales volume. There is no 
funded debt or preferred stock outstanding, capitalization consisting 
simply of 4,291,306 shares of $5 par common stock. 


OUTLOOK: If the new Nash light weight car goes over as well a 
Studebaker's, an excellent earnings comeback may well be seen in the 
next couple of years. Overall sales are expected to make a reasonably 
favorable showing in coming months and, in the automotive division, 
operations will shortly be stepped up preparatory to the spring mar 
keting season. A balance of | cent per share was reported last quarter. 
Substantial price reductions recently on refrigerators should prove @ 
sales help. 


MARKET ACTION: 


‘37 high to '38 low....... 
‘38 low to '38 high....... 
‘38 high to '39 low 57% decline 34% decline 68% wider 
39 low to '39 high... 72% advance 44% advance 64% wider 
Average volatility on four moves 40% greater than M. W. S. index of 309 stocks, 


COMMENT: Recent price 6!/. Resumption of dividends probably 
awaits a sustained period of profitable operations. Company shares the 
fairly satisfactory outlook for the motor industry as a whole for 194). 
Operating results for this fiscal year are expected to be in the black a 
contrasted with 1939's loss. 


Nash- 
Kelvinator 


713% decline 
85% advance 


Market 
Average 


64% decline 
16% advance 


NK’s moves rele 
tive to the marke! 


14% wider 
12% wider 


Long Term Record 


Net 
YearEnded Sales (a) 


Net 
a (a) Net Per (a) > Price 
Sept. 30 Sh d 


(thousands) (thousands) are ends Range 

$55,939 $6,569 $1.53 $2.23 

31,869 1,132 26 95 

25,953 d465 d .11 46 

42,911 d422 d .10 60 

52,036 589 14 .80 

62,635 2,573 .60 80 «0 ees 
1937... 80,554(b) 3,641(b) -85(b) 1.00 245%- 5 
1938... 54,113 d7,655 d1.78 12%, 12%p- 64 
1939.. 72,534 41,574 d .37 : Ie Hh 


(a)—Operating results for years prior to 1937 are combined figures of pre- 
decessor companies. Per share results figured on present capitalization. 
(b)—Ten months ended Sept. 3 
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Priced Equities 


PACKARD MOTOR CAR CO. 


PACKARD MOTOR CAR CO 


gts 
| 


“Reeetat ®t 


1937 1938 1939 


BUSINESS: Long a leader in the high-priced automobile 


+ 


1940 


field, Packard 


in recent years has also invaded the medium-priced market with its 
tight-cylinder "120" brought out in 1935 and a six-cylinder car intro- 
duced a year later. Company's position has been considerably strength- 
wed as a result of the consequent expansion of sales and, despite last 
yur's loss, of profits also. In reflection of operating economies, prices 
were cut in the early summer of 1939 with gratifying sales results in 
the closing months of the year. Activities are confined largely to 
the production and sale of cars though the company is also an im- 


portant factor in the manufacture of marine engines. 


Under normal 


conditions, about 10% of Packard's total sales are derived from export 


business, though the proportion is probably smaller at 


present. The 


company's plant, located in Detroit, is capable of turning out 150,000 


cars per year, almost double 1939 production of about 


77,000 units. 


HNANCIAL POSITION: The 1939 year-end balance sheet made pleas- 
unt reading with current liabilities of $7,800,000 well covered by cash 
done of $11,100,000 and total current assets amounting to $22,500,000. 
Inventories were up somewhat from a year earlier but far below those 
the close of 1937. Company has no funded debt or preferred stock, 
capital structure being composed entirely of 15,000,000 common shares. 


QUTLOOK: Due to seasonal factors as well as the decline in general 
buiness activity, factory sales this quarter will not come up to the 
ucellent level reached in the final period of last year though, from an 
umings standpoint, comparisons with a year ago should be entirely 
fvorable. The motor industry's outlook is not unfavorable for coming 
nonths aside from the possibility of renewed labor troubles this spring 


vhich, however, should not affect Packard. 
MARKET ACTION: Packard Market K’s 


moves relative 


Motor Car Average to the market 


I high to '38 low 74% decline 64% decline 

Wlowto'38high....... 85% advance 76% advance 

Whigh to '39 low....... 50% decline 34% decline 

Wlowto'39high....... 58% advance 44% advance 
Average volatility on four moves 27% greater than M. W. S. index 


16% wider 
12% wider 
47% wider 
32% wider 
of 309 stocks. 


COMMENT: Recent price 3'/4. It is not impossible that Packard may 
some in for some sizable war business in its non-automotive departments 
vhich are currently of negligible importance in relation to overall sales. 


Dividends tend to follow earnings closely. 


Long Term Record 


Factory Net 
Year Ended Sales Income Net Per 
Dec. 31 (thousands) (thousands) Share 


1930........ $57,690 $9,034 $ .60 
1931 29,987 d2,909 d.19 
a 15,516 d6,824 d.45 
. ae 19,230 107 01 
194........ 14,619 d.49 
| 49,966 +22 
ie... 73,053 47 
o....... 94,422 

1998........ 48,341 

E—Estimated. 


Price 
Range 


2334- 714 
11%- 3% 
51%4- 114 
6%e- 1% 
6%e- 2% 
Tih 3% 
13%4- 91%4 
1234- 4 

6 - 3% 
4%4- 3 





SHARON STEEL CORP. 








SHARON STEEL CORP 


THOUSANDS 








1939 1940 














BUSINESS: This company is primarily dependent on the automotive 
industry which constitutes about half the market for its output of strip 
steels. However, manufacturers of stoves, office equipment, refrigerators 
and washing machines are also important customers. Company has a 
15% interest in Pittsburgh Steel and also a 33% interest in Mullins Mfg., 
a producer of auto parts and other steel stampings; latter is reputedly 
one of Sharon's largest individual customers. Company is small as 
steel concerns go, its ingot capacity totaling only 500,000 tons. Being 
non-integrated, it purchases its pig iron and steel scrap requirements 
from outside sources. In addition to the finished product, Sharon 
also sells finished steel to an affiliate, Niles Rolling Mill, a sheet manu- 
facturer with a yearly capacity in the neighborhood of 76,000 tons. 


FINANCIAL POSITION: Finances were in good shape at the close of 
1939, the year-end balance sheet revealing $7,889,000 of current assets, 
including $1,627,000 cash, against $2,150,000 of current liabilities. 
There is no funded debt but company has some $550,000 of bank loans 
outstanding. The 387,774 shares of no-par common are preceded by 
59,720 shares of $5 preferred convertible into common at $40 until 
May I, 1942, and at higher prices thereafter. 


OUTLOOK: Fluctuations in automobile output play an important part 

in determining the company's operating results. The prospective gain 

of about 10% in motor production this year should be reflected in 

Sharon's earnings. Company is especially vulnerable to the keen com- 

petition and frequent price unsettlement in flat-rolled steels, however, 

and this year's results will depend in large degree on continuance of 

satisfactory prices. Major purchases by Detroit in the near future will 

be something of a test for the price structure. An upturn in steel 

industry's operating rate is probably not far distant. 

MARKET ACTION: Sharon Market SSH’s moves rela- 
Steel Average tive to the market 

37 high to '38 low....... 717% decline 64% decline 27% wider 

38 lowto 38 high....... 130% advance 16% advance 71% wider 

38 high to '39 low....... 55% decline 34% decline 62% wider 

39 low to ‘39 high....... 112% advance 44% advance 155% wider 

Average volatility on four moves 79% greater than M. W. S. index of 309 stocks. 


COMMENT: Recent price 1354. Earnings for the current quarter are 
certain to fall well below those of the final quarter of last year but a 
pick-up is looked for in coming months. Company's stock is among 
the faster moving of the low-priced shares. 


Long Term Record 


Net Net 
Year Ended Sales Income Net Per Price 
Dec. 31 (thousands) (thousands) Share Range 


1930........ $14,827 d$ 753 d$2.01 32%4- 9 
Geceexs 7s d1,397 d3.73 eees 13%- 2% 
1932 d2,016 d5.38 Pree T¥4- 1% 
Li SEE d 275 d .73 rr 12 - 1% 
1934 d 11 d .03 “aes 1314- 5% 
.,  Baecte 1,009 2.69 25%4- 9 
| ee 1,306 2.93 32%-20% 
1. (eee 1,346 2.70 4214-15 
1938.. : 10,506 d 95 d1.01 eee 23 -10 
16,179 255 d .11 eee 21%4-10%4 
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Sixty Stocks 


The announcement of the British 
Treasury, in connection with its 
commandeering all British holdings 
of a list of sixty American stocks, 
to the effect that the move was be- 
ing taken to insure that sales “of 
these securities in the American mar- 
ket shall be orderly” must, in view of 
subsequent market action of the 
issues in question, be taken at face 
value. It is apparent, moreover, that 
Britain’s move has stirred no undue 
misgivings on the part of American 
holders of these shares. By and 
large, their market action in the 
eight trading sessions immediately 
following the announcement was in 
line with that of the list as a whole. 
Price comparisons covering a repre- 
sentative sample of the group indi- 


Courtesy Baldwin Locomotive Co. 


For Profit and Income 





cate an overall decline about corre- 
sponding to the small drop that oc- 
curred in THe MacazingE oF WALL 
SrrEET’s daily index of 40 industrial 
stocks. A few issues, including Col- 
gate-Palmolive-Peet, which reported 
1939 earnings topping anything 
since 1931, and Douglas Aircraft, 
which landed its first big war order 
from the British Government. 
showed gains on balance counter to 
the general trend. 


Rail Equipment 


Simultaneously with the news 
that the nation’s Class I carriers 
put 4,983 new freight cars in service 
in January, the largest number in- 
stalled in that month since 1930, 
come signs of a pick-up in rail equip- 
ment inquiries and orders. Interest 





Foreign Rail Equipment Orders Are Picking Up. 








is fairty widespread with roads in all 
sections of the country stepping into 
the market. Something new under 
the sun that may make its appear. 
ance shortly is co-operative buying: 
a number of western rails are con- 
sidermg pooling their resources for 
the purchase of a fleet of hopper cars 
in order to obtain them at less than 
custom-built prices. The foreign 
market is also looming in impor. 
tance; several countries — Turkey, 
Greece, Iran and Egypt—that, but 
for the war, would place their busi- 
ness with Germany and England, 
having recently inquired of manufac- 
turers here and in Canada concern- 
ing upwards of 130 locomotives. 


Corporate Notes 


General Motors obviously thinks 
well of some of its new Allison engine 
patents. Rather than share them with 
Bendix Aviation, as it had agreed to 
do under a cross-licensing arrange- 
ment operative as long as GM held 
more than a certain percentage of 
the latter’s stock, it chose to liquid 
ate 100,000 shares of Bendix, cutting 
its holdings to 400,000 or less than 
the percentage specified. * * * Using 
the rare element polonium, worth 
about $2,000,000 an ounce, Firostone 
Tire & Rubber has developed a new 
sparkplug capable of starting auto- 
mobile and aviation motors iD- 
stantly no matter how cold _ the 
weather. * * * Reversal of the trend 
begun several years ago among oil 
companies of leasing stations to 
operators in order to avoid chain 
store taxes may be indicated by Sun 
Oil's decision to resume the opera- 
tion of its service stations; company 
notes anti-chain legislation is on the 
wane. * * * Ex-Cell-O Corp's. 1939 
earnings of $2.21 a share, up 100% 
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from 1938, are an example of how 
research and diversification can pay 
ff; since 1935, when the company 
reported 87 cents and did the bulk of 
its business with the automotive in- 
dustry, operations have been ex- 
panded to tap the aviation, railroad 
and machine tool fields; also impor- 
ant is its new “Pure-Pak” milk con- 


tainer. . 
a * 
American Tel. & Tel. 


The world’s biggest public utility 
aterprise has gotten off to a flying 
tart for 1940 with year to year 
amings and station gains report- 
edly holding at the improved rate of 
te 1939. Indications are that per 
share results this quarter will be 
comfortably in excess of the $2.25 
dividend requirement as compared 
with the $2.12 reported for the initial 
three months of last year. There 
have been some recent developments 
in the field of electrical communica- 
tions, however, that may ultimately 
take something of a reef in A. T. & 
T’s sails unless it can find other 
wurces of revenues to replace those 
threatened. Among the varied uses 
that are being developed for fre- 
quency modulated radio broadcast- 
ing is a station relay system elimi- 
nating telephonic tie-ups between 
stations. The telephone company 








hs been deriving some $5,000,000, 
or 27 cents per share annually from 
the lease of such lines. Again, there 
is the new IBM _ radiotypewriter 
which bids fair some day to replace 
the teletype machine. What it may 
do to the long harassed telegraph 
companies is still anybody's guess. 


Break for the Motors? 


Chrysler, GM, et al heaved a 
mighty sigh of relief recently when 
a Colorado judge handed down a de- 
tision to the effect that dealers for 
the Ford Motor Co., at bat for the 
whole industry, were not, as the 
state contended, a system of chain 
distributors. The issue, which still 
hangs in the balance pending an 
appeal to the Colorado Supreme 
Court, involves more than the $750.- 
000 in back taxes and $150,000 to 
$200,000 annually that it will cost 
the larger companies if the lower 
court is reversed. There are 22 
other states that have chain store 
taxes and should they all decide to 
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Divergent War Market Trends 


The first group of issues in the table below are stocks generally deemed at the outset of the 
war to be among the most likely gainers thereby and were thus among the most spectacular 
market performers in the brief perpendicular advance that reached its top in the averages on 
September 12. The second group are issues that were considered non-gainers and, in a num- 
ber of instances, positive losers; hence, their action in the September rise. Subsequent move- 
ments of these two groups and of individual stocks in them reveal some interestingly divergent 


trends. 


War Gainers: 

American Smelting... ... 

Anaconda Copper... 

Bethlehem Steel..... 

Hercules Powder. . 

Martin, Glenn L... 

St. Joseph Lead... .. 

Swift & Co....... 

United Aircraft. . . . 
Average..... , 


War Non-Gainers: 
American Radiator. . . 
American Tobacco.... 
Consolidated Edison . 
Loew's, inc......... 
National Distillers. . . 
Paramount Pictures. . 
U.S. Gypsum..... 
Woolworth....... 

Average.... 


Pre-War War Market Recent 
Price Peak Price 
Aus. 31 Sept. 12 Feb. 28 
42 63 48% 
24 37% 29% 
57% 98% 75% 
74 97 88, 
28%, 38% 40% 
341% 47TY% 38% 
17% 243, 23% 
33% 4434 47% 
39.8 58.2 48.5 
10 8% 9% 
76 77%, 83, 
301% 295% 31% 
3912 3114 35% 
22% 23% 2454 
7% 6% TY, 
78% 71 811% 
45% 3614 401, 
38.7 35.6 39.8 





crack down the take would total 


some $2,000,000 a year. 
Coke from Wood? 


For a long time the most embar- 
rassing question that Government 
officials responsible for the gigantic 
Bonneville and Grand Coulee power 
developments along the Columbia 
River had to answer was who was 
going to buy the power. Their pat 
answer was that, with plenty of 
cheap electricity and access to iron 
ore from South America (Bethle- 
hem’s Sparrows Point plant gets its 
ore from South America via the 
canal), a brand new steel industry 
might spring up—if some new-fan- 
gled way for making coke out of 
wood panned out. The odd part of 
it is that it now looks as though it 
will pan out, though not in a man- 
ner calculated to create a full-fledged 
new steel industry. For Patent No. 
2,184,817, issued a couple of months 
ago to a Jugoslavian scientist named 
Ruzicka, describes a process for mak- 
ing from wood a coke that is unusu- 
ally free from sulphur and _phos- 
phorus and which results in an iron 
of similar fiber to that produced 


from high grade Swedish ore and, 
hence, of high grade steels. The 
process has yet to prove itself in 
large-scale operations, however, and 
steel men are by no means unani- 
mous as to its ultimate value. 


Investment Trust Preferreds \ 


At current prices you can pick up 
Selected Industries $5.50 preferred, 
having a liquidating value of $155 
and callable at $110, at a level in 
the neighborhood of $91. Similarly, 
Tri-Continental $6 preferred, with a 
call price of $110 and a book value of 
$150, has been selling around $78. 
Much the same situation exists with 
respect to the preferred shares of 
Capital Corporation, Capital Adminis- 
tration and others. What makes 
that interesting is the possibility 
that pending investment trust legis- 
lation will call for elimination of 
these organizations’ senior capital 
issues on the grounds that they make 
for an undesirable degree of lever- 
age on the common. That, in turn, 
would involve the ultimate retire- 
ment of such issues and a substantial 
appreciation in their value in the 

(Please turn to page 710) 


691 











Carrier Makes the Weather 


A Spotty Earnings Record Despite Growth in 
the Industry Is Due to Stiff Competition 


BY WARD GATES 


fa the average man, poor fellow, a room has only one 
temperature, and air-conditioning means only one thing 
—a cooler place in hot weather. But to Carrier Corp.’s 
engineers there are three temperatures in a room and air- 
conditioning is the science of their relative control. 

This trio consists of ordinary or dry bulb temperature, 
wet bulb temperature which is governed by the amount 
of humidity in the air, and the dew point at which the 
air is completely saturated and water vapor condenses. 
lt was back in 1911 that Willis Carrier worked out his 
Rational Psychometric Formulae on the basis of the in- 
ter-relation of the three kinds of temperature and thereby 
established a sure-fire method of calculating the regula- 
tion of moisture and temperature in a room. 

The application of the formula to cite an example is 
as follows. Suppose a room has an 80-degree dry bulb 
temperature and a relative humidity of 70 per cent and 
the objective is to lower the temperature to 70 degrees 
and the humidity to 40 per cent. Just cooling the room 
to 70 degrees wouldn’t do the trick for that would raise 
the humidity and by the time the temperature is down 
to 70 degrees the humidity would be up to 95 per cent. 
The secret lies in dropping the temperature even farther 
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SCHEMATIC DRAWING 
CARRIER CENTRAL STATION AIR CONDITIONING SYSTEM 


since a quick reference to the Carrier formulae shows 
that a 70 degree-40 per cent humidity has a dew point at 
44 degrees. Thus by cooling the air down to 44 degrees 
and keeping the humidity at 100 per cent, thereby literal- 
ly squeezing the water out of the air it is possible by sin- 
ply reheating the air without allowing moisture to enter 
to arrive at the point desired. The original air reheated 
to 70 degrees will give exactly the 40 per cent relative 
humidity sought after. 

Having developed this method and perfected the 
equipment with which to get results, Willis Carrier 
wanted to do big things. But the Buffalo Forge Co. that 
employed him combined a complete lack of imagination 
with ultraconservative practices and moved far too slow- 
ly. So in 1915, Willis Carrier and his good friend, J. 
Irvine Lyle, together with six other engineers of the com- 
pany, left and went into business for themselves. The 
net capital in back of this venture was $35,000 and 
naturally they could afford no factory plant or expensive 
equipment. But by dint of hard work and shrewd con- 
tracting, they actually did $500,000 worth of business and 
netted $50,000 in the very first vear. 

farnings were plowed back into the company in a 
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wntinuous stream and the com- 
pany, OW the Carrier Corp., 
on had a plant in Newark and 
the necessary equipment. In 
1916 Atlas Powder gave them a 
400,000 job to do in its Perry- 
ville, Maryland, plant and other 
tig orders followed. The com- 
many was now doing a major 
portion of its own manufactur- 
ing work. Then in rapid suc- 
ession came three inventions 
that established Carrier even 
nore firmly as the leader in the 
feld of air-conditioning. 

These inventions were the 
Carrier Centrifugal Compressor 
vhich when used together with 
the then new Carrene refrigera- 
tion fluid gave cheaper, safer 
ad more efficient air-condition- 
ing, Aerofin a new heating or 
woling surface made of copper 
instead of iron that resulted in 
more compact units, and the 
“by-pass” that permitted really 
large scale air-conditioning 








and 


thermal control. 


Aerofin in particular was a success, for in addition to 
having an excellent place in conditioning, it is valuable 
in the heating field. Carrier found that it could not 
narket it alone and so it set up the Aerofin Corp. and 
offered a 25 per cent interest in it to three of the lead- 
ing fan companies in return for the exclusive rights to 
manufacture the piping. They all accepted and Carrier 
has done well in the deal. Though the actual figures are 
not available, the returns from this division are thought 
to be important in the net income of the company. 

Over the years the company grew in stature and estab- 
lished itself as the unquestioned leader in the production 
of tailormade systems for large companies and important 
places. But as is always the case, success breeds com- 
petition either direct or indirect. And slowly companies 
that specialized in other fields entered into the produc- 
tion of various types of thermal control equipment. 
Notable among them were General Electric, General 
Motors, Westinghouse, Sturtevant and York Ice. 
this competition became really acute at a very bad time, 
lor the country was just sliding into the depression years. 
Since the major portion of the company’s business was 
derived from the installation of industrial conditioning 
systems for large companies it was immediately hard hit; 
concerns did not purchase $1,000,000 air-conditioning 
plants when their machines were not even in operation. 

Things went from bad to worse and Carrier hung up 
‘string of deficits from 1931 through 1935 that ranged 
fom a low of $86,593 to a high of $673,617. No com- 
pany can take such proportionate losses for long, and 
Carrier found itself in a back-to-the-wall position. In 
in attempt to rectify the situation the position of gen- 
tral manager was offered to a man named Boulware who 
had been doing a fine job for the Easy Washing Machine 
Co, He realized that the air-conditioning company was 


And 


lust a hop-skip and jump from bankruptcy and had hard- 
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lyenough cash to meet its payroll, yet he took the job. 














Drastic action was called for and drastic action was 


forthcoming. Expenses were pared some $277,000 in 
the first year and new methods set up for selling the 
company’s product. Top-heavy management was cut 
down in line with everything else and a new low-cost 
product was emphasized. The result was that for the 
first time in six years the company showed a profit; 
$507,624 was not a lot of money, but it was a good start. 
But Carrier still was faced with another problem that had 
to be met if it was to operate profitably. The slow 
growth throughout the years had resulted in scattered 
production with operations spread over five plants and 
naturally not too efficient. 

After a lot of shopping around a favorable deal was 
made with the city of Syracuse, N. Y. In exchange for 
a token payment of $1,000 Carrier took over the plant in 
which the ill-fated Franklin Automobile company had 
made air-cooled engines for its cars. Furthermore the 
merchants of the little city had banded together and 
collected the round sum of $250,000 which they presented 
to the company in token of their pleasure at the pros- 
pect of serving the families of the Carrier workers. In 
1937, therefore, thousands of tons of machinery were 
shipped and several thousand persons moved to Syracuse 
in one of the most singular migrations of medern times. 
Completing such a move is no easy job, but the company 
did it and managed to stay in the black by $250,795 for 
the year. However, 1938, was not a good year and Car- 
rier had the worst deficit in its history, $1,133,021. This 
was occasioned by a combination of the same old troubles 
that have long beset the industry. Securing large in- 
stallation jobs is not easy and depends very much on the 
business outlook. And the mass production of small air- 
conditioning systems for comfort has not materialized 
as yet. 

The reason for this is plain—the units cost too much 
for what they offer, and the public thinks that lower 
prices are just around the (Please turn to page 709) 
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CONCLUSIONS 








INDUSTRY—Recession may be ended 
soon by better weather and rising 





export demand. 





TRADE—Bad shopping weather hurts 


department store sales temporarily; 





but January exports were 75°%/, above 





last year. 


1923-25=100 





COMMODITIES — Undertone firm 


with range narrow. 











MONEY AND CREDIT — Excess re- 


serves at new high. Commercial loans 





reverse recent down trend. 






























































Owing mainly to a much greater than normal 
seasonal dine the adjusted index of steel, BUSINESS CREDIT 
operations, per capita volume of Business Ac- Federal Reserve Board 
tivity has contracted sharply since our last issue 
to around 92% of the 1923-5 average—about 
10% below the year-end peak; but still 12% 
above last year at this time. February is esti- 
mated to have averaged fractionally better than 
93; compared with 99.8 in December, 99.0 in DEPOSITS 
January, and 82.2 in February, 1939. First two 
months of the current quarter averaged 15.3%, 
above the like period last year. 


* * * 


While stormy weather accounts for part of 
the poor business showing of recent weeks— 
particularly in retail trade and new construc- 
tion work—ultracautious hand-to-mouth buying, 
inspired by memories of the 1937-8 debacle, ap- 
pone to be largely responsible for the current 

ackwardness in steel production. Meanwhile 


TOTAL INVESTMENTS 


BILLION DOLLARS 


the high degree of Li mp still enjoyed by a 


number of other industries and individual com- 
panies would appear to preclude the possibility 
of a major depression developing from the pres- 
ent situation. In fact the recent better than 
seasonal upturn in automobile assemblies and 
check payments points to a possibility that the 

current recession may soon give place to SIT FMAM J 244 SOND|J FMAM JA SOND 
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Business and Industry 
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Month 


us Last 
Year 
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INDUSTRIAL PRODUCTION(a)| Jan. 


120 
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101 





INDEX OF PRODUCTION AND 
TRADE (b) 


Primary Distribution........... 
Distribution to Consumers... .... 
Miscellaneous Services......... 











ae 


INVENTORIES (n. i. c. b.) 
MEW MAMINMAIS . 556.5 6 ko os 
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Semi-Finished Goods.......... 
tinithed-Goods......:........ 








COST OF LIVING (d) 


SOE SS aes Paarae 
(Se epee oe 
PME BAAN so 55. 5c cleiees « 0'< 
MeN Gs Ses halls os cos be 
Purchasing value of dollar....... 


NATIONAL INCOME (cm)+....| 





92 
92 
84 
96 
92 
93 
85 


95 
95 
88 
98 
93 
97 
87 


84 
83 
69 
91 
77 
89 
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WHOLESALE PRICES (h)...... fe a 


719.4 


79.2 


16.9 





93.4 
86.0 
114.5 


93.0 
89.6 
114.6 


101.1 
110.9 
110.1 





85.4 
78.8 
86.6 
73.0 
85.8 
96.9 
117.1 


85.3 
78.5 
86.6 
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85.6 
96.8 
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85.4 
79:2 
86.2 
Ee Me | 
85.9 
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Se Le a 








$6,051 


$6,890 
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CASH FARM INCOME?{ 
ee ER nee 
Including Gov't Payments....... 
ND Sie a. %s is cthca'n wine Sales a 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee)... .. 
Ratio: Prices Received to Prices 

POEMS ior, 5k clans cmeces 4 


FACTORY EMPLOYMENT (f) 
Durable Goods............... 
Non-durable Goods. .......... 
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FACTORY PAYROLLS (f)......__ 
(not adjusted) 


RETAIL TRADE 
Department Store Sales (f)...... 
Chain Store Sales (g)........... 
Variety Store Sales (g)......... 
Rural Retail Sales(j)............ 
Retail Prices (s) as of........... 











| 
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| 
| 
{ 
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FOREIGN TRADE 
Merchandise Exportst.......... | 
Cumulative year’s totalf........ 
Merchandise Importst.......... | 
Cumulative year's totalf........| 





RAILROAD EARNINGS 
Total Operating Revenues*..... 
Total Operating Expenditures*. . 
Taxes * 
Net Rwy. Operating Income*... 
Operating Ratio %............ 
Rete oF Ratum %...2.5.5..5..-| 





BUILDING Contract Awards (k). 
Ff .H. A. Mortgages 
Selected for Appraisalf........ 
Accepted for Insurancet........| 
Premium Payingf.............. 








Building Permits (c) 
I gk Soc base es 
Mew VoncGityT. 56. 6cn- i004’ 


PO eb ds seo oso Jan. 


$651 
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8,518 
99 


$665 


$613 
652 
8,081 
94 
120 


78 





100.1 
107.9 











103.6 


96 
120.0 
130 
132.4 
92.0 


88 
107.5 
113 
120.0 
89.1 





$3,995,071 
2,918,216 
355,766 
588,801 
73.05 

2.26 


$367.8 


$212.9 
3,094.4 


$3,564,830 
2,721,494 
340,695 
373,151 
76.34 

1.43 





; $196.2 


710.9 
48.8 
65.1 


$354.1 


67.1 
53.2 
64.8 


$251.7 


77.6 
42.2 
55.4 





$59.9 
24.7 
84.6 


$63.2 
13.4 
76.6 


$70.0 
23.6 
93.6 





Engineering Contracts (En){... , | 


192.0 


190.3 


311.7 











(Continued from page 695) 


another upturn under stimulus of better weathe, 
and expanding export orders. 


* * * 


Merchandise exports in January were 75% 
above the like month a year ago, and imports 
rose 38%. Principal increases were—by com. 
modities: aircraft, 420%; cotton, 300%; meat 
products, 124%; aluminum, 230%; copper, 
225%; iron and steel-mill products 137%; metal 
working machinery, 117%; paper, 116%; chemi- 
cals, 137%—and by regions: Switzerland and 
Spain, 402%; Russia, 300%; Oceania, 131%; 
South America, 101%; United Kingdom and 
France, 99%; Italy, 89%; China and Japan, 74%; 
Scandinavia, 59%; and Canada, 53%. 


* * * 


According to the National Industrial Confer. 
ence Board, mew orders booked in January, 
though off nearly 1/3 from the September peak, 
were still 17% above last year. The National 


City Bank reports that 370 leading manufacturing | 
corporations earned 107% more last year than in | 


1938. Dividends declared in January were 14% 
more liberal than a year earlier. New corporate 
capital raised through flotation of securities in 


January was 19% ahead of December and 51% | 


times the small sum of $5,827,000 raised in Jan- 
uary, 1939. 


* * * 


Retail prices are now 3.5% above last year, 





wholesale prices are up 2.3% while the cost | 
of living is just on a level with a year ago. The | 


swift rise in prices in England since the war suggests 
that this country can not escape some measure of | 
inflation if the war is prolonged. Owing to | 
stormy weather, department store sales in the | 
week ended Feb. 17 were only 2% above last year, 
compared with a four-week's gain of 4%. In- 
ventories on Jan. 31 were 2.3% above last year. | 
Rural sales in January were 12% above last year. 
Wholesale sales in January were 10% above 
last year, with month-end inventories 11% 
higher than a year earlier. 


* * * 


Though poor weather has caused carloadings | 
recently to dip temporarily to a level only 5% | 
above last year, January net income of Class | | 
carriers is estimated at $4,000,000—the first Jan- | 
uary the roads have been in the black since 1930. | 
Eastern Railroads have been ordered by the |. €. | 
C. to reduce passenger fare rates to 2 cents a mile, | 
beginning Mar. 24; but freight income should be 
helped by expanding export shipments. 


+. * * 


Due partly to improved weather conditions in 
the South during the week ended Feb. 17, con- 
struction was started under FHA inspection on | 
2,250 homes, against only 1,602 in the like 1939 | 
week. Total for year to date has been about 1% 
above last year. Engineering construction | 
awards in the week ended Feb. 23 were 15% | 
above last year (including a 45% jump in private 
awards), compared with a 22% increase since 
Jan. 1. 








$96 






THE MAGAZINE OF WALL STREET 











term tr 
Dept. 
Chain 
Age. 


way A 





MARC 





a : 
Lotest Previous Yor PRESENT POSITION AND OUTLOOK 


































































































Month Month Ago 
oe A 
ee Ingot Production in tons : 5,018 5,164 3,174 . we ; : 
Pig lron Production in tons* | ; 3,600 3,768 oT Raine. yore —_ beer spto pref Dg ee 
OK g U.S. Steel j a of the country, retail sales of automobiles during 
ae —— . >. steel in tons®....| . 1,146 1,444 871 the first 20 days of February were 32.5% ahead of 
last year, compared with a 31% gain in the month 
—- of January. Field stocks of new cars at the end of 
roduc January were about 12% larger than a year earlier. 
Factory Sales 432,101 452,142 342,168 Current quarter's production is estimated at 20% 
>ather 12 Months | 1939 3,577,292 2,489,085 above the like period in 1939. 
| Registrations 
Passenger Cars, U. S. (p) ; 266,000(pl) 246,544 203,212 2) gid e 
Trucks, U. S. (p) : 46,000(p!) 37,460 37,715 
15% ae taal erat Lumber orders in the week ended Feb. 18 
wre. ‘PAPER (Newsprint) were 8% above last year, compared with a gain 
coma | Production, U.S. & Canada * (tons). . ; 335.2 318.5 285.6 of only 7% for the year to date. During January, 
pean Shipments, U. S. & Canada *(tons). 325.2 342.9 274.8 | 4,983 new freight cars were put in service—the 
oper Mill Stocks, U. S. & Canada * (tons). 192.4 182.5 190.8 largest number since 1930. U. S. and Canadian 
neal ; ——————————— Sexes builders have recently received inquires on several 
eal LIQUOR (Whisky) hundred locomotives from foreign neutrals, for- 
al | Production, Gals. * , 10,021 8,033 9,203 merly customers of England and Germany. Mas 
1%, | Withdrawn, Gals. * : 5,500 7,704 5,007 chine tool operations in January were at 93.3% 
fos | Stocks, Gals. * | : 469,004 465,018 470,251 | - capacity—same as December; but 77% above 
4%; —-— = - - | January, 1939. 
(GENERAL | teaches 
| Paperboard, new orders (st) ; 398,125 393,123 342,408 i : : 
| Railway Equipment Orders (Ry) Pes ges — in ane = 5% 
fere Locomotive : 98 15 s | @ ove last year an the heaviest for any like month 
infer : | on record. Cigars topped last year by 10%. 
| Freight Cars . 209 100 304 : 
wary, Passenger Cars 5 106 47 | January's shoe output was less than 2% below last 
) } . | ’ . 
a Cigarette Production : 14,568 12,803 13,863 | — s ra level, oe is expected to 
uring Bituminous Coal Production * (tons).| 46,155 37,283 35,750 | pestis t pong om ae ae stock of 
nil | Boot and Shoe Production Ree. 33,000(pl) 23,412 25,710 | Preys ayy on Feb. 1 were nearly 12% above 
149% | Portland Cement Shipments * : 3,889 ,: 6,791 5,640 | _—o 
oaalll | Commercial Failures (c) . 1,237 882 1,567 
— WEEKLY INDICATORS 
Jan- Latest Previous Year 
Week Week Ago PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS 
year, ACTIVITY 1923-25—100 24 91.%pl) 92.6 81.7 Electric power output holds at more than 
cost | _ | 10% above last year in the face of receding in- 
The | ELECTRIC POWER OUTPUT | | dustrial activity. Sales to consumers last year 
gests K. W. H.+ | 94 9,455 2,476 2,296 | teachedanewhigh record at 107 billion K. W. H.; 
e of pte. a | stthough average rate dropped to 2.15 per K. W.H., 
3 to | TRANSPORTATION | from 2.31 in 1938. Private Utilities expect to 
| the | Carloadings, total 24 595,032 607,924 556,742 a 2,000,000 kilowatts of additional capacity 
jeat, 94 31,293 30,897 28,879 | ¢ is year, at a cost of $600,000,000 compared 
In- . 24 135,107 131,734 127.772 | with capital expenditures of only $450,000,000 
year. | Forest Products /24 30,146 30,532 95,493 | last year. 
year. Manufacturing & Miscellaneous. . . . 24 934,315 240,895 215,721 ees 
ove L.C. L. Mdse | 24 133,908 142987 133,973 
1% ae. eee : {Se a8 With consumers still calling for delivery on 
STEEL PRICES | orders placed in the fourth quarter, and with the 
Pig Won $'per ton (m) 97 929.61 99.61 ' mills engaged in replenishing depleted inventories 
Scrap $ per ton (m) 97 16.71 16.71 of blooms and billets, the rate of decline in steel 
ngs | Finished ¢ per Ib. (m) Feb. 27 2.261 9.961 operations has begun to slacken, despite the cir- 
5% | 3 SE sie ae 2s cumstance that new orders are currently at only 
antl STEEL OPERATIONS 40% of capacity. Stocks of semi-finished steel 
Jan- % of Capacity week ended (m)....| Mar. 2 65.0 5 | and ingots on December 31 were only 6% higher 
30. | ie ee ae ~~~ | than a year earlier, while pig iron inventories were 
. €.4 CAPITAL GOODS ACTIVITY down 33%. Twelve leading steel companies 
‘ile, hak wate ended Feb. 24 83.0 89.4 earned $120,000,000 last year, with average 
| be = a ji ee e ——— at ye of penton against a $5,000,- 
PETROLEUM eticit at 40% of capacity in 1938. 
Average Daily Production bbls.*..| Feb. 3,732 3,718 e -lene 
Crude Runs to Stills Avge. bbls.*..| Feb. 24 3,490 3,570 3,027 Statisti _ wie ae 
sin | Total Gasoline Stocks bbls. * Feb. 24 96,719 93,985 84,452 tatistical position of oil industry is being weak- 
on= Fuel Oil Stocks, bbls. * Feb. 24 76,091 75,792 82,011 ened progressively by current overproduction of 
on | Crude—Mid-Cont. $ per bbl Mar. 1 1.02 1.02 1.09 | Crude, estimated at 200,000 bbls. daily above 
39 | Crude—Pennsylvania $ per bbi.....| Mar. 1 2.23 2.23 1.36 ances Interstate competition in output 
1% | Gasoline—Refinery $ per gal Mar. 1 061 0634 .05% ls running wild. 
ion oa: : 
t—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100 : 
5% sands . (b)}Federal Reserve Bank of N. Y. 1 — 
phe term trend. (c)}—Dun & Bradstreets. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. i tose Pac 
tite Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News Record. (f}—1923-25—100. (3)— 


Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926—100. (j)—Adjusted—1929-31—100. (k)}—F. W. D. 

; - : . W. Dodge Corp. 
| Age. (n)—1926—100. (n. i. c. b.)—Nat. In. Conf. Bd. 1936—100. (p)—Polk estimates.  (p!)—Preliminary. (o-Nee Phaeton 
a way Age. (s)—Fairchild Index, Dec., 1930—100.__(st)—Short tons. ; : ea 
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Trend of Commodities 


_ The general appearance of strength imparted to the trend Although buyers of all raw materials, well aware that no ser. i 
of commodities in the initial week of the past fortnight gave ous shortage impends in most major commodities, continue ty _ ols 
way to general irregularity during the past week. The range pursue a cautious policy, with inventories being held at levek | Dom 
of price fluctuation, however, remains very narrow. It has sufficient to meet requirements for at least six to eight weeks, | Expo 
been demonstrated, however, that prices respond readily In a war setting buyers are taking no chances on being caught HB) Refinec 
when buyers enter the picture. In copper, for example, the short. Meanwhile, with most industrial commodities minyy Ig! Refine 
appearance of large scale buying was followed shortly by an the handicap of burdensome surpluses, prices are not vulnep. fm Refine 
advance in prices. The same was also true in the case of lead. able and should continue firm to higher. ... 


Sn Refinec 
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Price ¢ 

LABOR COST Tin Pla 


FINISHED PRODUCTS 








INDEX NUMBERS 


RAW MATERIAL | r] ‘S. 
| Stock 
x | 

| | — 
SILK 

ot 
Mill 

Changes in Major Commodity Price Groups for the Fortnight Ended Feb. 24, 1940 Visibl 

up 0.5 etals 95.3 down 0.2 — 

down 0.1 RAYO! 

Siommtibiees . ; Price « 

no change Miscellaneous E Consu 


Stocks 
WOOL 


Price | 
Latest Previous Year ——_ 


Date Wk. or ho. We. ar Me. Ano PRESENT POSITION AND OUTLOOK HIDES 


Price « 


COTTON Cotton. Cotton prices turned reactionary at Visibl 

Price cents per pound, closing the close of the past week, in part reflecting the No. ¢ 
10.76 5 , drop in wheat prices together with a reduction in 
10.44 ; R the prices of some lines of cotton goods and reports RUBBE 
10.95 : é that Great Britain was planning to take larger Price 
quantities of Brazilian cotton. Recent takings of Impor 
; (X) domestic cotton by Great Britain, however, have Consu 
Takings, World, wk. end . (X) been sharply higher. In January England bought Stock: 
Total Takings, season Aug. 1 to.... . (X) 121,000 bales of American cotton compared with Tire P 
Consumption, U. S ‘ 730 78,000 bales a year ago. A\ll exports, on the Tire s 
Exports, wk. end : 113 other hand, have recently dropped off sharply Tire I 
Total Exports, season Aug. 1 to.... , 4,688 apparently owing to the lack of shipping facilities. 
Government Crop Est. (final) 11,792 11,943(ac) » Mh a coco 
Active Spindles (000's) R 22,872 22,497 Wheat. Domestic wheat prices last week Price 
dipped to the lowest levels for the past fortnight. Arriv 
WHEAT Several factors combined to cause selling. Peace Ware 

Price cents per bu. Chi. closing rumors were again to the fore. Loan wheat came 
Mar. 2 1005 102 6834 |. on the market in fairly large volume and weather COFFI 
Mar. 2 9854 1023 6834 | reports were not bullish. Primary receipts last Price 
Exports bu. (000s) since July 1 to...| Feb. 24 85,713 83,202 100,529 week totaled nearly 5,500,000 bushels as com- Impo 
Exports bu. (000's) wk. end Feb. 24 = 2,511 2,339 1,929 pared with 3,200,000 the previous week and Soe 
Visible Supply bu. (000's) as of...| Feb. 24 100,554 89,125 2,900,000 bushels a year ago. Belief is current 
Gov't Crop Est. bu. (winter) (000's).|} Dec. 1 563,431(ac)| that the European crop will be substantially lower 
this year. The Argentine crop is one of the poor- 
CORN est on record. 

Price cents per bu. Chi. closing 


U. S. DEPT. OF LABOR COMMODITIES INDEX 1926-100 
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Mar. 2 56 563%, 4914 Corn. Prices reacted in sympathy with wheat 

July Mar. 2 563% 5714 505% | although the decline was not large. Export 
Exports bu. (000's) since July 1 to...| Feb. 24 22,689 21,651 59,586 interest continues to lag. A recent official state- 
Visible Supply bu. (000's) as of...| Feb. 24 39,562 39,848 46,605 ment placed total amount of corn pledged against 


Gov't Crop Est. bu. (000's) (final)...] 1939 2,619,137 2,562,197(ac)| loans at close to 200,000,000 bushels. Argen- refined, 
tine crop prospects are excellent. 
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PRESENT POSITION AND OUTLOOK 





















































refined. (X)}—No foreign statistics allowed to be sent from abroad because of war conditions. 


| Date Wk. orMo. Wk. or Mo. Ago 
[COPPER | Copper. Consumption of electrolytic copper 
BB) Price cents per Ib. by fabricators in January totaled 82,494 tons, 
MOONE 5 sik sos ve ccansksee Mar. 2 11.50 11.50 11.25 | which compared with the five-month average 
i Exports f. a. s. N. Y............ Mar. 2 11.45 S85 Ss Bas (August through December) of 83,000 tons. 
Refined Prod., Domestic (tons)....| Jan SAME oko es 66,316 | Excess supplies of copper in manufacturers’ hands 
Refined Del., Domestic (tons)... .. Jan Cas. av. 51,059 | at the end of January amounted to 65,450 tons, 
Refined Stocks, Domestic (tons)....| Jan. 31 135,441 159,485 301,244 | adecline of 2,205 tons since the end of December. 
Refined Prod., World (tons)....... July 158,236 173,205 139,483 | The latest figure was equivalent to only a little 
Refined Del., World (tons)........ July 181,487 180,433 177,580 | more than three weeks’ requirements. Following 
Refined Stocks, World,(tons)...... July 31 490,419 513,670 523,196 | the recent buying wave, sales have dropped off. 
TIN Tin. The International Tin Committee has 
Price cents per Ib., N. ¥........-. Mar. 2 47.50 46.125 5.05 | fixed the export quota for the April-June quarter 
Tin Plate, price $ per box......... Mar. 2 5.00 5.00 5.00 | at 80% of standard tonnages as compared with 
World Visible Supplyt as of...... Feb, 299 33,148 35,573 40,035 | 120% for the current quarter. In effect this is 
iPS, Deliveriest........00.e000. Feb. 4,105 9,780 6,600 — be .——— of et ag? _ 
isi Cs ‘ : y f monthly. orld’s visible supplies at the en 
U.S. Visible Supply as of... Feb. 29. 11,761 16,202 15,619 Fetsarp wore lower Gy S00 taa. Tie 
D stocks were reported to be no more than a'week's 
Price cents per Ib., N. ¥........4. Mar. 2 5.25 5.00 4.75 needs at the present rate of consumption. 
U.S. Production (tons)........... Jan. 49,683 45,615 41,507 pie gic: 
U. S. Shipments (tons)............ Jan. 39,875 44,881 40,189 _ Lead. To the accompaniment of active buy- 
Stocks (tons) U. S., as of.......... Jan. 31 68,539 58,777 117,214 | ing on the part of all consumers, lead prices were 
i advanced $5 a ton last week. Production in Janu- 
ZINC ary rose 4,068 tons, while stocks at the end of the 
Price cents per Ib., St. Louis....... Mar. 2 5.75 5.50 4.50 | month were 68,539 tons, an increase of 9,762 
U. S. Production (tons)........... Jan 57,158 57,941 44,277 | tons. Shipments in January declined 5,006 tons. 
U. S. Shipments (tons)............ Jan 49,914 53,468 42,639 Zhe, Aldiscsh whe tie keen 
2 e ’ 
Stocks (tons) U. S., as of .......... Jan 65,602 65,995 128,407 the tends lo of the epiaien tanta tauraaueaes 
K been passed. The automobile industry promises 
Price $ per Ib. Japan xx crack..... Mar. 2 3.0514 2.97 2.27 to be a large taker, while outdoor installations of 
Mill Dels. U. S. (bales), season to..| Feb. 22,485 29,506 33,219 | galvanized products should shortly be given a 
Visible Stocks N. Y. (bales) as of..| Feb. 29 50,306 59,225 38,178 seasonal impetus. Bae 
Silke Mill takings in February declined sharp- 
ae coe eae LRA: Mar. 2 53 53 51 | ly to 22,485 bales. Imports were the lowest for 
ke ee Jan 31.9 32.0 27.1. | any month since 1910. Domestic stocks totaled 
epee Serer rere Jan. 31 7.0 6.4 39.5 | 50,306 bales at the end of February, compared 
with 59,225 bales at the end of January and 
WOOL 38,178 a year ago. wo Pee ta 
1 
Price dollars per Ib. tops, N. ¥....] Mar. 2 1.06 1.04 8614 ines: Ciena hes heeled 
HIDES past two weeks but April bookings have been 
Price cents per Ib. No. 1 Packer...) Mar. 2 12% 131% 1014] substantial and orders on hand for March delivery 
Visible Stocks (000's) as of....... Jan. 1 12,792 12,575 13,645 | will mean capacity operations for most yam mills. 
No. of Mos. Supply as of......... Jan. 1 7.3 6.8 8.3 Sihies: Stew bubidaabocbaesn 
RUBBER logs have resulted in a marked reduction in tanners’ 
Price cents per Ib............000- Mar. 2 18.67 18.25 16.78 operations. Inventories, however, are not large. 
eR rer Jan. 72,496 71,395 39,082 | Stocks of hides in sight, in process and finished 
Consumption, U.S.t........0000. Jan. 54,978 48,428 46,234 | leather on hand are the lowest in 17 years. 
MSCS. Ss AE ORG cows hb kscevees Jan. 31 156,830 140,280 237,826 oe oe 
Tire Production (000's)........... Jan 4,977 4,419 4,464 Rubber. Tire shipments in January were off 
Tire Shipments (000's)............ Jan. 4,277 4,740 4,057 nearly 10% from December levels but were 
Tire Inventory (000's) as of........ Jan. 31 9,389 8,688 8,932 5.4% ahead of January 1939. Replacement 
shipments recorded a good gain. Production of 
COCOA tires in January was 11.1% higher than.in Decem- 
Price cents per Ib. May.........-- Mar. 2 5.31 5.20 4.57 ber and stocks rose 8.1%. 
Arrivals (thousand bags).......... Jan 362 271 253 pate es SL 
Warehouse Stocks (thousand bags)..| Mar. 1 1,104 4,485 1.026 Cocoa. The domestic chocolate trade remains 
as much in the dark as ever concerning the prob- 
COFFEE able price at which the British government will sell 
Price cents per Ib. (c).........4-- Mar. 2 1%, Tih 7} cocoa, having acquired the entire West African 
Imports, season tO......-eeeeeeeee Jan. 31 8,117 7,199 8,103 crop. Futures recently declined to the lowest 
U. S. Visible Supply (bags 000's)..| Feb. 1 1,451 1,563 1,454 levels since mid-November. ‘ 
* * 
SUGAR Sugar. Prices rallied briefly following the an- 
Price cents per Ib. nouncement of a reduction in the 1940 sugar 
RW ee ica clale tie weiss. case ctorsintns Mar. 2 2.85 2.85 2.80 quota to 6,607,745 tons. The reduction, how- 
Refined (Immediate Shipment)...| Mar. 2 4.40 4.50 4.40 ever, was less than had been expected. Total 
U. S. Deliveries (000's)*.......... 1939 cl alle eget ee 6,643 domestic consumption last year was the highest 
U. S. Stocks (000’s)* as of (rr)..... Dec. 31 Sa Spang 628.0 on record, 
t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4 N. Y. (pl)}—Preliminary. (m)—Raw and 
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Miomey and Banking 





Latest Previous Year 


Date Week Week Ago COMMENT 








INTEREST RATES | 
Time Money (60-90 days) Mar. 114% 114% 114% 

Prime Commercial Paper | Mar. 14-34% %-34% ¥e-1% 

Call Money 1% 1% 1% As expected excess reserves have now teached 

Re-discount Rate, N. ¥ | : 1% 1% a new all time high. Since the last week in De. 

— cember excess reserves of all member banks hay 
CREDIT (millions of $) risen $790,000,000, while excess reserves of pri 

Bank Clearings (outside ke 2 ee : 2,182 1,967 York City banks alone have increased $857,000. 

Cumulative year's total to : 19,478 17,740 000 in the same period. Of total excess reserves 

Bank Clearings, N. Y . 2,711 2,582 New York City banks possess 58% as compared | 

Cumulative year's total to | , 24,324 26,756 with 50% at the beginning of the year. 

F. R. Member Banks The Pers 
Loans and Investments | ; 23,211 21,606 Pat a ce i. ‘. 
Commercial, Agr., Ind. Loans. . . . 4,316 3,766 Commercial loans reversed the recent down. Eehich 
Brokers Loans . 617 790 ward trend, giving rise to the hope that normal This serv 
Invest. in U. S. Govts 8,830 8,184 | spring upturn has started. The latest statement of |B jollars in 
Invest. in Govt. Gtd. Securities. . . ; 2,425 1,993 New York City Member Banks showed a gain om 
Other Securities . 3,425 3,249 of $6,000,000 in loans to commerce, industry and |i. Give 
Demand Deposits . 19,256 16,094 agriculture. This was the best gain recorded |i, Conti 
Time Deposits 5,277 5,189 since the start of the year. No i 

New York City Member Banks 3, No i 

’ Total Loans and Invest 8,853 7,755 a AP 
Comm'l Ind. and Agr. Loans... . . 1,651 1,363 The annual report of the Federal Reserve 4, If no 
Brokers Loans . 457 647 Bank of New York discusses the current policy of at sa 
Invest. U. S. Govts . 3,369 1,396 diversified maturities in its government bond port: | MM Special r: 
Invest. in Gov't Gtd. Securities... t 1,270 1,063 folio. Formerly it was the practice of Reserve 
Other Securities | . 1,305 1.180 | banks to keep a substantial part of their portfolios 
Demand Deposits . 8,986 6,843 in securities maturing within a year or two. The 
Time Deposits 653 626 bank points out that now, however, with excess 

Federal Reserve Banks | reserves of member banks more than twice as large 
Member Bank Reserve Balance... 12,318 8,942 as the Reserve bank's holdings of governments, it : 
Money in Circulation . 7,439 6,739 is quite unlikely that the reserve position of mem- What ss 
Gold Stock . 18,166 15,888 ber banks could be brought under control merely Publicatior 
Treasury Currency.............| 3 2,980 2,827 by permitting short term bonds to mature without | gpl" 079° 
Treasury Cash ; 2,374 2,716 replacement. A policy of diversified maturities |jmmdication 
Excess Reserves 5,690 3,380 should permit the system to acquire whichever 

5 hs government issues were in oversupply or to offer 
such maturities in the open market as might be in 
demand. 
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Latest Year 

NEW FINANCING (millions of $) | Month Ago 
Corporate Jan. 165.5 : 16.3 | 
New Capital | Jan. 32.0 : 5.9 | 
Refunding Jan. 133.5 e 10.4 | 
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1940 Indexes | 1940 Indexes 
No. of — i| —__—— 
Issues (1925 Cl—100) High Low Feb.24 Mar. 2 || (Nov. 14, 1936 Cl.—100) High Low Feb. 24 Mar. 2 
309 COMBINED AVERAGE 66.4 621 63.4 62.8 || 100 HIGH PRICED STOCKS... 67.09 64.02 65.05 64.55 fof Vogu 
|| 100 LOW PRICED STOCKS.... 58.67 54.25 55.51 55.03 |B compan) 























5 Agricultural Implements..... 103.0 91.4 94.0 93.1 | 2 Mail Order 93.2 87.7 90.7 914 

6 Amusements............. 286 26.4 28.2 28.3 | 4 Meat Packing 58,7 52.7. 56:6 57a 
15 Automobile Accessories... 91.0 82.1 91.0 90.4 || 13 Metals, non-Ferrous 157.9 147.0 154.8 154.9 
12 Automobiles RS die | I Jee SF ea 149 13.4 -142 14% 
12 Aviation (1927 Cl—100).. 203.3 185.3 198.7 197.6 || 22 Petroleum 86.8 79.7 80.1 799 

3 Baking (1926) Cl.—100)... 20. 40 10x 465 18 Public Utilities 576 469 49.8 469 

3 Business Machines 115.8 113.8 113.8 115.4 || 3 Radio (1927 Cl—100).... 11.3 10.4 11.3 11.0 

9 Chemicals 173.3 161.1 163.3 161.1 | 9 Railroad Equipment 53.2. 45:5 ° 46.3 468 
20 Construction 33.6 31.0 31.5 31.0 || 22 Railroads 13:6 THT 420°. 

5 Containers 237.0 “223.2 235.7 235.1 2.6 2.4 25 2.4 

9 Copper & Brass........... 100.2 91.0 1002 98.2 | 2 Shipbuilding 69:6. 73.5. .792 S02 

2 Dairy Products 32.6 308 31.8 32.0 || 11 Steel & Iron O59 7.75. FA Tia 

7 Department Stores 30:7 4909 .20:0 200° ||] 29:2. -94'3 °° 20:2. 285 

6 Drugs & Toilet Articles 49.6 45.9 49.6 49.0 | 171.7 162.1 168.9 167.6 

2 Finance Companies 271.5 265.4 268.7 267.0 || 3 Telephone & Telegraph..... 47.5 43.1 43.6 43.5 

7 Food Brands 109.7 96.4 106.4 1096 || 4 Textiles 54.1 49:9 St 50.5 

3 Food Stores 48.0 448 47.55 47.6 | 4 Tires & Rubber 15.2 141 148 14.6 

4 Furniture bap ---$9:0" > $2.7 . 520: 1 4 Tobacco 88.7 86.5 88.0 88.1 

3 Gold Mining 968.7 849.7 872.9 849.7R | 4 Traction 416 35.3 ‘40:1 41.6H 

6 Investment Trusts Ba 8 292 O16 -2t8 - —| 4 Variety Stores 239.3 230.7 235.6 234.7 

3 Liquor (1932 Cl—100).... 156.0 150.0 143.7 151.6 20 Unclassified (1939 Cl.— 

9 Machinery 108.5 108.5 108.5 


~Dllew HIGH since 1937. x—New 1939-40 LOW. R—New LOW since 1933. 


| 
| 
| 
' 


103.9 97.6 98.7 101.5 











— 
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The Personal Service Department of Toe Macazine or Wavu Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


], Give all necessary facts, but be brief. 


2, Confine your requests to three listed securities. 
3, No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Conde Nast Publications 


What is the 1940 outlook for Conde Nast 
Publications? I own 200 shares purchased at 
maverage price of 814. How have their new 
wilications fared profitwise? What is the 
present financial position of the company? 
Would appreciate your recommendations re- 
urding my present holdings.—D. L. T., 
Scarsdale, N. Y. 


Conde Nast publishes such well- 
known magazines as Vogue and 
House & Garden, together with a 
newer publication, Glamour, intro- 
duced early in the last year. There 
are also English and French editions 
df Vogue. Other activities of the 
company include printing for other 
publications and the manufacture 
aid sale of paper dress patterns. 
farnings for 1939 are not yet avail- 
able, but it is expected that results 
vill be somewhat below the 68 cents 
per share reported for the preceding 
year. Nor is there anything in the 
outlook at the present time which 
would indicate early reattainment 
of the company’s former substantial 
aming power. With higher levels 
of consumer purchasing power, cir- 
tilation and advertising linage will 
doubtless expand, but higher operat- 
ig costs and increasingly keen com- 
fetition from other and newer pub- 
lations, as well as radio, will prob- 
ibly tend to offset such gains. In 
udition, the British and French 
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subsidiaries have been adversely af- 
fected by the war abroad, and both 
magazines have had to cut publica- 
tion considerably. Nor is the out- 
look for resumption of dividend pay- 
ments, which were discontinued in 
1931, overly encouraging at this 
time. Finances, however, continue 
to be satisfactory, according to the 
latest balance sheet available. Mod- 
erate improvement in some direc- 
tions is a possibility, and its new 
publication will likely continue to 
meet with good reception and, on 
the whole, the shares appear to be 
selling at levels sufficiently low to 
invite continued attention as a spec- 
ulative venture. 


Electric Storage Battery Co. 


As a holder of Electric Storage Battery 
common (120 shares purchased at 32%) I 
seek your advice. Please tell me whether I 
should continue holding or selling on next 
rise. How do sales to railroads and automo- 
bile companies compare with last year? May 
I have your most recent appraisal?—D. L. B., 
West Palm Beach, Fla. 


Though operating in a_ highly 


cyclical industry, Electric Storage 
Battery has had a good record over 
past years and the company was 
able to report earnings even in the 
worst of the depression years, due 
partly to income received from its 
substantial investment holdings. 
Manufacturing the well - known 
“Exide” and “Willard” batteries, 
the concern occupies an important 
position in its field. Approximately 
60% of output is taken by the auto- 
mobile industry, with replacement 
sales forming a large portion and 
making for a certain degree of sta- 
bility in income. Batteries manu- 
factured are also used extensively in 
the public utility, railroad and avia- 
tion industries, as well as by the 
U. S. Navy. Earnings for 1939 are 
not yet available, but it is believed 
that profits were equal to about 
$2.00 per share, or nearly double 
the $1.05 per share earned in the pre- 
ceding year. Finances of the com- 
pany have been long maintained in 
a very satisfactory position. Com- 
petition has become increasingly 
keen, but the subject concern has 
held its. position in the industry by 
virtue of its quality products. The 
annual $2.00 dividend rate appears 
tu be secure and some increase in 
line with indicated improvement in 
earnings would not be surprising. 
Activity in the automobile manu- 
facturing field is expected to be at 
relatively good levels over coming 
months and sales of this company 
should thereby increase. Higher 
levels of consumer purchasing power 
also should make for an increase in 
sales for replacement purposes. The 
issue is one of the better situated 
equities in its group and we would 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 








counsel retention for the income af- 
forded and for the moderate appre- 
ciation possibilities. 


Howe Sound Co. 


Through advices you gave me some time 
ago, I made a small profit on my Howe 
Sound shares and later purchased 75 shares 
at 52%. Are you still bullish on this stock? 
Perhaps I should have waited for a reaction 
before buying but if you still think well of 
the company’s outlook, I may average by 
getting some additional shares at current lev- 
els—Dr. O. C. P., Fresno, Calif. 


Howe Sound has been able to 
show a better record than most min- 
ing concerns, having reported a per 
share loss in only one of the depres- 
sion years. Dividends have, how- 
ever, been paid uninterruptedly for 
the last seventeen years. 1939 earn- 
ings were equal to $5.25 per share, 
comparing with profits equal to $4.55 
per share in the preceding year. 
The company is, as you know, an 
important producer of copper, lead, 
zinc, gold and silver, with the first 
three named metals accounting for 
the larger part of earnings. Mines 
are located in Potosi, Mexico; Che- 
lan, in the State of Washington and 
the Britannia Mines in Canada. The 
ore from the Britannia property is 
of low grade, but with current prices 
for copper, this unit is operating 
profitably. Operating costs of the 
Potosi and Chelan properties are 
low and output at both the mines is 
being relatively well maintained at 
the present time, though transport 
difficulties and taxes at the Mexican 
property have reduced earnings from 
that source somewhat. However, 
probable higher prices and a well 
maintained level of sales for the 
coming months should make for 
better earnings for the company as 
a whole, though the rate of improve- 
ment may be somewhat retarded by 
higher costs and taxes. Finances 
continue to be characteristically 
strong, the balance sheet for the 1939 
year-end disclosing current assets 
of $8,749,479 as against current lia- 
bilities of $1,386,743, with cash alone 
more than total current liabilities. 
Capitalization is simple, the 474,291 
shares of capital stock ($5 par 
value) having the only claim on 
assets and earnings. It is expected 
that the regular quarterly dividend 
of 75 cents per share will be con- 
tinued, with possible extras from 
time to time. With the outlook 
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pointing toward at least moderate 
improvement over the months ahead, 
the issue has a good degree of ap- 
peal for the income afforded and as 
well as for its appreciation possibili- 
ties and we therefore recommend re- 
tention of your holdings. Additional 
purchases should, however, be post- 
poned until the general market has 
given more definite signs that the 
longer term upward trend has again 
been resumed. 


Savage Arms Corp. 


Should I take profits now on 150 shares of 
Savage Arms purchased at 2212? Have the 
expected large orders been placed by the 
Government yet? Are electrical appliances 
and machinery profitable items? How do 
total sales and profit margins compare with 
last year’s figures?)—F. G. Roanoke, Va. 


Savage Arms, in its preliminary 
report, showed a considerable gain 
in earnings last year, results being 
equal to $2.08 per share as against 
36 cents per share in the preceding 
year. The company is one of the 
largest domestic manufacturers of 
small arms, output including shot- 
guns, rifles and pistols, and the com- 
pany owns the American rights to 
the Lewis machine guns, though 
none of these have been manufac- 
tured for some time. Virtually the 
entire output in recent years has 
been taken by sports men and 
farmers. In order to diversify out- 
put and lessen its dependence on 
one type of product, the company 
has in recent years entered into the 
production of washing machinery, 
ice cream cabinets and dry cleaning 
machinery. These items do not yet, 
however, contribute importantly to 
earnings. Competition within the 
industry has not been destructive 
and consequently profit margins 
have been well maintained. Sales 
may shortly show considerable in- 
crease as expected government or- 
ders are placed for the new semi- 
automatic rifle. In addition, higher 
levels of consumer purchasing power 
should make for increased sales of 
rifles for sporting purposes. Manu- 
facturing costs may increase some- 
what over coming months, but can 
doubtless be offset by higher selling 
prices. Finances of the company 
have been maintained in a strong 
position. Dividends have in the past 
been liberal in line with earnings 
and the company will likely follow 


the same policy in the fut 

the outlook pointing toward 
stantial improvement in ear 
the stock possesses a good deg 
speculative appeal and we ady 
retention for further appreg 
possibilities. ‘ 


Atlas Powder Co. 


Due to a recommendation you 
year, I now show a nice profit on 1204 
of Atlas Powder common. Should I cow 
to hold? Please explain the effects om 
British Government’s subsidy to this) 
pany. How much of present output ig 
for industrial purposes and how mug 
war? Are U. S. Government orders to 4 
Powder substantial?—Dr. H. L. E., | 
cuse, N. Y. 3 


The recent action of the Br 
Government in lending money 
Atlas Powder for construction ¢ 
explosives plant whose output 
go to the British and French arm 
would seem to make it unnecesg 
for this company to be put to! 
trouble and expense of raising § 
funds in the capital market. | 
until very recently war business { 
not play an important part in| 
affairs of Atlas Powder, but ind 
tions are that such business will 
of greater consequence in the fut 
Besides the above mentioned ord 
for the Allied armies, the compa 
has recently obtained several ord 
from the United States Governm 
and facilities of its new T. N.’ 
production unit will doubtless ™ 
fully engaged for some time ahe 
The explosives manufactured 1 
this company are mainly for indi 
trial purposes, and account for abo 
70% of sales, the line of 
chemicals and cellulose produé 
such as artificial leather, coated 
rics, enamels and lacquers, mak 
up the balance. The most impt 
tant customers have been the mi 
ing and construction industries, f 
the chemicals, which enjoy broai 
uses, are becoming of greater 
nificance. Earnings for 1939 reflect 
the general improvement which 1 
taken place during most of that yea 
being equal to $3.82 per share 
against $2.69 per share in the p 
ceding year. Since no serious I 
down in general business activity 
anticipated over near months, ¢ 
tinued improvement should © 
shown and_ substantial incre 
would appear possible should 

(Please turn to page 704) 
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THE PENNSYLVANIA RAILROAD 


SUMMARY 
OF ANNUAL REPORT 
FOR 1939 


HE 93rd Annual Report of the Pennsylvania Railroad Company covering 
4 chica for 1939 will be presented to the stockholders at the annual 
meeting on April 9, 1940. Total operating revenues increased $70,546,537 or 
19.6% over 1938. Operating expenses increased $49,853,592 or 19.4%. Net 
income was $32,032,525 as compared with $11,046,100 in 1938. Surplus was 
$23,177,686 equal to 3.52% ($1.76 per share) upon the outstanding Capital 
Stock (par $50) as compared with 0.46% (23¢ per share) in 1938. 


OPERATING RESULTS 
1939 1938 
Tora OPERATING REVENUES were weeeeees  $430,930,778  $360,384,241 
Torat OPERATING EXPENSES were ~ ve 306,900,835 257,047,243 
Leavinc Net REVENUE FROM Raitway OPERATIONS of 124,029,943 103,336,998 
Taxes AMOUNTED to lea pee 40,095,847 37,225,328 
Hire or Equipment Aanpb Joint Facitiry RENts were 6,629,768 8,778,772 








Leavinc Net Raitway OperatinG INcoME of...... 77,304,328 57,332,898 
INCOME FROM INVESTMENTS AND OTHER SOURCES was 36,864,230 36,226,180 
Makinc Gross INcomME of ase: 114,168,558 93,559,078 
Fixep CuHarces, Cuterty Rentats Paip to LEAsEp 

Roaps, AND INTEREST ON THE CompaNny’s DEB1 82,136,033 82,512,978 
Leavinc Net Income of. . a 32,032,525 11,046,100 
APPROPRIATIONS TO SINKING AND OTHER FUNDs, etc.... 8,854,839 8,035,319 
SURPEUS:. 2.5... 23,177,686 3,010,781 











A dividend of 2% ($1.00 per share) was paid December 18, 1939 and charged to 
Income as against a dividend of 1% ($.50 per share) which was paid December 
20, 1938 and charged to Profit and Loss. 

The Management, through the press, has kept the stockholders informed as 
to the earnings and finances of the Company, and the progress made in improving 
the service. The security holders, the public and the employees have been ex- 
tremely helpful, and it is through such cooperation that your Company is able to 


give good service, pay good wages, meet its obligations and pay dividends. 


M. W. CLemeEnt, President 


THE PENNSYLVANIA 
RAILROAD 


TRAVEL AND SHIP VIA PENNSYLVANIA 


Stockholders can obtain copies of the Annual Report from 
J. Taney Willcox, Secretary, Broad Street Station Building, Philadelphia, Pa. 
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MARKET VALUES 


are best determined by men trained 
in financial research. Send in a list 
of your securities for our up-to-date 
analysis. 


Write Dept. MG6 


(ishoum & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














Your Gracious Hoot. 
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BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 


PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 


62!/,¢ per share 


{for quarterly period ending Mar. 31, 1940) 


COMMON STOCK 
45¢ per share 
Both dividends are payable March 
30, $940 to stockholders of record 
at close of business March 15, 1940. 
E. A. BAILEY 


Treasurer 








March 1, 1940 














Answers to Inquiries 





(Continued from page 702) 


war in Europe become more active. 
The financial position of the com- 
pany continues to be quite strong, 
the balance sheet for December 31, 
1939, disclosing current assets of a 
little more than seven times current 
liabilities, cash alone being well in 
excess of total current debt. It is 
expected that the company will con- 
tinue to pay liberal dividends in line 
with earnings. In consideration of 
the above, we believe that retention 
of your holdings is the advisable 
course to follow, since the issue re- 
turns a satisfactory yield at current 
levels and has reasonable apprecia- 
tion possibilities. 





American Hide & Leather Co. 


Purely as a speculation, I purchased 150 
shares of American Hide & Leather common 
at 7° last year. Now I understand this 
company is doing fairly well but the shares 
are still selling around the 51% level. Do you 
think I might soon see the price I paid? 
Would appreciate your latest analysis —Mrs. 
E. B., Boston, Mass. 


American Hide & Leather Co. is 
a large and well-known manufac- 
turer and distributor of calf and 
other leathers used in shoes, hand- 
bags, etc. Shoe production in the 
nation determines the trend of sales, 
but profits follow the course of raw 
skin and hide prices since large in- 
ventories must be carried at all 
times. The erratic hide market has 
been reflected in a none too favor- 
able past earnings record. Net in- 
come in the fiscal year ended June 30 
last was equal to 59 cents per com- 
mon share as compared with a loss 
of $1.49 a share twelve months 
earlier. In five of the preceding nine 
fiscal years, per share losses were 
revealed while only modest earnings 
were realized in the remaining four. 
As last detailed on June 30, 1939, 
finances were in good shape with 
cash alone of about $500,000 ex- 
ceeding total current liabilities of 
$386,961. The capital structure is 
quite simple in that the 584,950 com- 
mon shares follow only 85,660 $3 
preferred shares. In the six months 
ended December 31, last, a profit of 
37 cents a share was realized up from 


| 33 cents a share in the corresponding 


year earlier interval. Operations 
have been reduced of late but de 
mand for leather is expected to re. 
main fairly satisfactory in coming 
months. Accordingly earnings 
should continue to make a fairly 
good showing in the interval. Never- 
theless, early resumption of common 
dividend payments is not antici- 
pated. The shares are quite specu- 
lative but as such would appear 
moderately attractive at this time. 
Given a rising market in general 
it is quite possible that over a period 
of time the purchase price will again 
be witnessed. Retention is advised. 





American Locomotive 


Please give me your latest report for Ameri- 
can Locomotive, including your opinion of 
1940 earnings and dividend outlook. I hold 
100 shares of the common purchased at 30 
What products other than locomotives and 
railroad equipment is this company now mak- 
ing? Does present backlog indicate a net 
profit in 1940? What action do you counsel 
for these shares?—D. B. L., Providence, R. 1 


American Locomotive Co. has for 
many years been one of the leading 
builders of steam and electric loco- 
motives. However, as a means of 
lessening its dependence on one par- 
ticular field, the concern has en- 
larged and greatly diversified its 
product list during the past decade 
or so. Supplementary items now in- 
clude diesel-electric locomotives and 
diesel engines for non-railroad use. 
Through subsidiary units, _ steel 
wheels, springs, oil refining and dis- 
tillation equipment, pumps, castings 
and various other such items are pro- 
duced. In spite of this diversifica- 
tion, the well being of the concern 
continues to rise and fall with the 
trends of the railroad industry. As 
such, operations are highly unstable 
and subject to rather wide cyclical 
swings. A loss of $4.90 per common 
share was incurred in 1938 in sharp 
contrast to actual earnings of $4.75 
a share in 1937. In the six prior 
years substantial per share deficits 
were reported. On June 30, last, 
finances were exceedingly strong. 
Current assets including cash or its 
equivalent of about $5,600,000 
amounted to $16,811,563 as com- 
pared with current liabilities of only 
$2,246,958. The 767,900 common 
shares are preceded in claim by only 
351,961 $7 preferred shares. In the 
January-June interval of 1939 a per 
share loss of $2.82 was incurred is 
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contrast to a year earlier deficit of 
970 a share. Some improvement 
tok place in the final half but a 
sod sized deficit is still expected to 
be reported for the year. The good 
ized backlog has been increased 
moderately in recent months and 
operations may be profitable in the 
current half year. Any further im- 
provement in railroad earnings may 
fnd reflection in a resumption of 
equipment buying. Furthermore, 
the concern, particularly in_ its 
Canadian plant, is in a position to 
enter the armament field. Accord- 
ingly a prolonged war and a rising 
level of rail income could result in 
materially higher earnings. Because 
of substantial preferred dividend 
arrears resumption of common dis- 
tributions appears improbable for 
some time. Possessing a good degree 
of speculative appeal at this time we 
believe the shares well worth con- 
tinued retention. 


International Agricultural 
Chemical Corp. 

Can you tell me something about the pro- 
posed recapitalization plan for International 
Agricultural? I understand common share- 
holders would get a much smaller portion of 
the new stock than the preferred holders. Is 
this correct? What effects might it have on 
the common? I hold 175 shares purchased at 
3. Please advise me—Mrs. M. McM., De- 
troit, Mich. 


International Agricultural Corp., 
largely a producer of mixed fertil- 
ers derives somewhat over 65% 
of its revenue from this source and 
the remaining portion from the pro- 
duction of superphosphates, phos- 
phate rock and miscellaneous chem- 
als. The Union Potash & Chem- 
ical Co. owning potash deposits in 
New Mexico, is controlled. Nor- 
mally about 70% of sales are made 
in the south to cotton and tobacco 
growers. The field of activity is 
highly competitive and subject to 
recurring price instability. Farm 
purchasing power is the chief profits 
determinent. The past earnings 
tecord has been highly erratic, com- 
mon per share deficits having been 
teported in eight of the past nine 
accounting intervals, results in the 
term completed June 30, last, hav- 
ing been equal to a loss of $1.32 
a share as-compared with a deficit 
of $1.01 a share a year earlier.. As 
of mid-1939 finances were strong 
with current assets including cash 
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LIFE INSURANCE COMPANY 


oF Boston, MASSACHUSETTS 
GUY W. COX, President 


77th ANNUAL STATEMENT 


DECEMBER 31, 1939 


INSURANCE IN FORCE totalled $4,350,678,256.00. 
ADMITTED ASSETS were $981,719,964.73. 


LIABILITIES totalled $893,758,627.52, including the 
legal reserve of $806,638,843.00 on policies in force, 
and dividends to policyholders of $20,643,390.60 
payable in 1940. 


TOTAL SURPLUS RESOURCES amounted to 
$87,961,337.21, including contingency reserve of 
$25,000,000.00 and general surplus fund of 
$62,961,337.21. 


TOTAL PAYMENTS TO POLICYHOLDERS for the 
year 1939 equalled $95,678,234 — an average of 
$317,868 for every business day. Such payments since 
organization — plus reserves held — now total 
$2,3 18,166,402. 


DIVIDENDS TO POLICYHOLDERS for 1940 are 
maintained on the same scale as for 1937, 1938 and 1939; 
and the amount to be paid is $20,643,391, an increase 
of $1,076,119 over the amount set aside for last year. 














and marketable securities of $2,611,- 
839 totalling $6,490,639 while current 
liabilities amounted to only $388,- 
795. Capitalization consists of funded 
debt of $4,500,000, 100,000 shares 
cf $7 preferred stock and 436,048 
common shares. Interim earnings 
reports are not released but improv- 
ing farm income and possible firmer 
prices may result in earnings being 
available for the shares in the year 
to end June 30, next. In part the 
recapitalization plan as proposed 
provides for the exchange of one 
share of new $50 par value pre- 
ferred stock and one share of new 
common stock for each share of 
present preferred stock and accu- 
mulated dividends of $79 a share. 
One share of new common stock 
would be exchanged for each seven 
shares of present common stock. 
Objections to the plan have arisen 
and it has recently been stated that 
the management was giving con- 


sideration to modifying the plan. 
In view of the somewhat improved 
earnings outlook we are advising 
continued speculative retention of 
the shares. 





N. Y., Chicago & St. Louis R.R. Co. 


Are Nickel Plate loadings of iron, steel. coal 
and machinery holding the pace of the last 
quarter in 1939? What about reports that 
the road is retiring some bond and note ob- 
ligations? I would like to have your latest 
opinion on earnings prospects for 1940 and 
your advice with regards to 150 shares bought 
at 23% —K. T., Darien, Conn. 


The 1,663 miles of lines of the 
New York, Chicago & St. Louis R.R. 
Co. serve the highly industrialized 
region lying between St. Louis, 
Peoria, Chicago and Buffalo. Nor- 
mally about 80% of freight traffic 
and approximately 70% of revenues 
are derived from the transportation 
of bituminous coal, won and steel 
products and other miscellaneous 


705 





manufactured goods. Earnings fluc- 
tuate rather widely from year to 
year as is evidenced by the fact that 
in a preliminary report for 1939 
earnings of $3.58 per common share 
were revealed in sharp contrast to a 
loss of $9.55 a share in 1938. Fi- 
nances have been improved and as 
of the 1939 year end the road had 
net working capital of almost $4,- 
000,000. The capital structure is 
comprised of 337,427 common shares, 
360,547 preferred shares and funded 
debt of $156,343,000. Last year’s 
betterment has been extended into 
the current year with carloadings 
for the week ended February 17, 
being 2% above year earlier levels 
and for the seven weeks ended the 
same date the increase was 13.6%. 
Although business has declined sea- 
sonally throughout the country we 
do not look for any substantial 
shrinkage from current levels. Given 
a resumption of the uptrend fur- 
ther marked progress earningswise 
by the road is to be expected. In 
the meantime fairly good earnings 
should continue to be_ reported. 
Dividend resumption is uncertain. 
Reports that the carrier is buying 
some of its own bonds and notes 
has been officially denied. The stock 
appears rather interestingly priced 
at prevailing quotations and we are 
advising continued speculative re- 
tention of the issue. 





Rayon Enters New Phase 





(Continued from page 683) 


favorable conditions prevailed dur- 
ing all of 1939 and it is assumed 
that the betterment found ample 
reflection in improved corporate 
earnings. Raw material prices have 
not advanced sharply and there is 
no immediate indication that they 
will. On the other hand, a continued 
good demand for rayon products 
and rapidly mounting prices of com- 
petitive natural fibres make it prob- 
able that the recent moderate rise 
in the prices of rayon yarns will be 
modestly extended. It is not likely, 
however, that any near term price 
advance in rayon will be of sufficient 
magnitude to weaken the excellent 
statistical position in which the 
rayon industry finds itself at the out- 
set of the new year. 
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Spending Next Year's Income 





(Continued from page 661) 


repossess only pursuant to court or- 
der. Moreover, the court has wide 
discretion in these cases and is au- 
thorized to allow the purchaser to 
keep some of the merchandise if his 
total payments have exceeded the 
price “of that part of the goods by 
at least one-third of the unpaid bal- 
ance.” If these provisions at times 
enable the defaulting buyer to ob- 
struct legitimate repossession, they 
also tend to promote a healthy and 
altogether desirable caution on the 
part of the seller. To the same end, 
the English have made the merchan- 
dise the sole security for the pur- 
chaser’s obligation. The adoption of 
the latter measure in this country, 
incidentally, would also answer the 
criticism of those who claim that 
(with respect to installment con- 
tracts wherein repossession does not 
of itself clear the defaulting buyer) 
every default tends toward a further 
destruction of the proper sense of 
responsibility toward financial 
obligations. 

All in all, the English law mini- 
mizes abuses and confines the use 
of installment credit to reasonable 
proportions and proper field (exten- 
sion of terms on soft goods, for 
example, is generally too risky) with- 
out providing for any attempt at 
cyclical control. Of course, it is not 
suggested that Britain’s law is per- 
fect or cannot be improved upon; it 
would certainly have to be modified 
in certain respects for application 
here. But, in general outline, it 
would seem to offer a more rational 
approach to the problem than any 
scheme for cyclical control. 





Are Farm Equipments 
Oversold? 





(Continued from page 667) 


numerous, will render the more im- 
pressive performance over the nearer 
term. 

The longer term prospects are 
somewhat brighter. The Diesel en- 
gine, which is being studied and ex- 
ploited by many of the equipment 








builders also offers a wide field both 
as a source of portable power and a; 
a part of the newer electrical cy. 
rent generating plants that are jp 
increasing demand for individual 
service as well as low cost stand-by 
plants for the public utilities, my. 
nicipal and industrial plants. It js 
likely that the future of the agri. 
cultural equipment industry will 
hinge to a great extent upon these 
and other smaller machines which 
are now in development but have 
not as yet been released. While the 
market for the very heavy tractor 
and farm machines is about satu- 
rated and further sales will be main. 
ly for replacement, these new light 
weight machines make it possible 
for the farm machinery makers to 
expand sales volume both as to 
value and units. But it is not likely 
that profit margins will be quite so 
large as they have been in the past, 





Woolworth Is International 





(Continued from page 680) 


facturing schedules enables them to 
quote better prices. The close con- 
tact that the company maintains 
with the factories gives it a jump on 
speed production also. And the new- 
est fad is on every counter through- 
out the nation in a matter of hours 
if necessary. No manufacturing 1s 
done by the company itself, though, 
and the most that it will do is to 
contract for the entire output over 
a specific period of time. 

Through expert timing on these 
tremendous purchases the company 
has maintained an operating profit 
margin that compares favorably tak- 
ing everything into consideration, 
with the best of merchandising con- 
cerns. The lowest margin in many 
years was 8.1 per cent in 1930 and 
the highest was 10.8 in 1934. Tak- 
ing into consideration the wide range 
in costs of merchandise during those 
years together with the variations 
in sales volume, this is a very cre- 
ditable showing. The figure for last 
year was 9.5 per cent. 

The dividend record of the com- 
pany is the direct result of this 
steady earnings rate. Since 191% 
when the company was incorporated. 
dividends have ranged from $2.00 
per share to $8.00 per share depend: 
ing on the capitalization, and since 
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929 at which time the par value of 
hares outstanding was set at $10 
it has been steady at $2.40 per 
dare with the exception of 1931 
during which year a special disburse- 
ment of $2.00 per share was made. 
last year the dividend was $2.40 as 
ysual, and the present outlook gives 
no indication that the rate will be 
changed. 

As might be expected during such 
dificult years as the last decade has 
brought, the number of investors 
who have added their name to the 
stockholder’s list of Woolworth has 
gown appreciably. At the end of 
1989 more than 64,000 had placed 
themselves in line for the steady re- 
tus that the shares offer. Yet, with 
it all the stock has not been static 
in the market. Recent develop- 
meuts in Europe have affected it 
considerably. Notably, at the dec- 
laration of war in Europe it slid 
off badly while the rest of the mar- 
ket in general rose to new highs for 
the year. This was, of course, the 
result of fear on the part of investors 
that the British subsidiary which has 
been playing an increasingly impor- 
tant role in the company’s affairs 
would be hurt and even perhaps 
diminated from the profit side of 
the ledger. 

Subsequent developments have 
proved these fears misplaced in 
their scope and even in certain par- 
ticulars at least for the present. 
Sales of British stores have actually 
increased and the company contin- 
ues to pay handsome dividends de- 
site the taxes and rumors of re- 
trictions on the movement of capi- 
tal. That all qualms may be dis- 
missed does not follow, however, and 
the investor in Woolworth will do 
well to watch the situation closely. 

Unfortunately the parent com- 
pany does not make a practice of 
giving out certain information since 
it (laims that competitors might 
thaeby gain advantage. But the 
current interpretation that the mar- 
ket places on the entire Woolworth 
picture is one of confidence, and has 
brought a rise in the value of the 
shares. At the present level of 40 
the stock offers a yield of exactly 
6% assuming that the long estab- 
lished dividend will be maintained, 
and that assumption is a safe one 
by all indications. In relation to 


what the purchaser at these levels 
gets for his money, the shares do 
hot seem at all out of line, though 
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“Call for 
PHILIP MORRIS” 


New York, N. Y. 
February 26, 1940 


Philip Morris & Co. Ltd. Inc. 


There has this day been declared a 
regular quarterly dividend of $1.25 per 
share on the 5% Convertible Cumula- 
tive Preferred Stock, Series A, payable 
June 1, 1940 to holders of Preferred 
Stock of record at the close of business 
on May 15, 1940. 


The regular quarterly dividend of 75¢ 
per share on the Common Stock which 
otherwise would be paid on April 15, 
1940 and an extra dividend of $2.00 per 
share on the Common Stock were de- 
clared payable on March 25, 1940 to 
holders of Common Stock of record at 
the close of business on March 8, 1940. 


L. G. HANSON, Treasurer. 
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UNION CARBIDE 

AND CARBON 

CORPORATION 
v 


A cash dividend of Sixty cents (60c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable April 1, 1940, to 
stockholders of record at the close of 


business March 8, 1940. 
ROBERT W. WHITE, Treasurer 





~ OFFICE OF OKLAHOMA GAS AND 
ELECTRIC COMPANY 
Chieago, Ulinois 


board of directors of Oklahoma Gas and 
a meeting held on February 
14, 1940, declared a quarterly dividend of one 
and one-half per cent (14% %) per share on the 
Six Per Cent Cumulative Preferred Stock of the 
Company, for the quarter ending February 29, 
1940, payable by check March 15, 1940, to stock- 
holders of record as of the close of business 
February 29, 1940. 

At the same meeting a dividend of one and 
three-fourths per cent (1% %) per share was 
declared on the Seven Per Cent Cumulative Pre- 
ferred Stock of the Company, for the quarter 
29, 1940, payable by cheek 
to stockholders of record as of 
1940 
Treasurer. 


The 
Electric Company at 


ending February 
March 15, 1940, 
the close of business February 29, 

r EMERSON, 





Allied Chemical & Dye Corporation 
61 Broadway, New York 
February 2/, 1940 
Allied Chemical & Dye Corporauion 
has declared quarterly dividend No. 76 
of One Dollar and Filty Cents ($1.50) 
per share on the Common Stock o! the 
Company, payable March 20. 1940, to 
common stockholders of record at the 
close of business March 8, 1940 


W.C. KING, Secretary 





THE BELL TELEPHONE COMPANY 
OF CANADA 
Notice of Dividend 
A dividend of Two Dollars per share has been 
declared payable on the 15th day of April, 
1940, to shareholders of record at the close of 
business on the 23rd of March, 1940. 
F. G. WEBBER, Secretary. 


Montreal, February 28, 1940. 











Gaur ery 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly tonal 8 of $1.06% on the 
Convertible Preference Stock, $4.25 Series of 
* VestM ENT 


: N has been declared 
payable April 1, 1940, to stockholders of 
record at the close of business on March 9, 
1940. The transfer books will not close. Checks 
will be mailed. 


Common Stock—Regular Dividend 


A regular quarterly dividend of $1.00 per be 
in cash has been declared on the Common 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable April 1, 1940, to 
stockholders of record at the close of business 
March 9, 1940. The transfer books will not 
close. Checks will be mailed. 

JOHN I. SNYDER, Treasurer 


February 26, 1940. 

















15011 Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 








A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on April 1, 1940, to 
stockholders of record as shown by the 
books of the corporation at the close of 
business on March 1, 1940. The stock 
transfer books will remain open. 

L. H. LiypEMAN 


Treasurer 








ANACONDA COPPER MINING CO, 
25 Broadway 

New York, N. a February 21, 

DIVIDEND NO. 127 
The Board of Directors of the Anaconda Copper 
Mining Company has declared a dividend of 
Twenty-five Cents (25c) per share upon its 
Capital Stock of the par value of $50 per share, 
payable March 25, 1940, to holders of such 
shares of record at the close of business at 3 


1940 


o'clock P. M., on Mareh 5, 1940. 
in D. B. HENNESSY, Secretary. 
NATIONAL DAIRY PRODUCTS 

CORPORATION 


Dividends of $1.75 per share on the Preferred A 
and Preferred B stocks and 20¢ per share on the 
Common stock have been declared payable April 
1, 1940. to holders of record March 1, 1940. 
A. A. STICKLER 
February 21, 1940 Treasurer 





ATTENTION TREASURER ! 


Among the 100,000 or more inquiries our Per- 
sonal Service Department answers each year, 
the type most frequently asked is: 
“What is the dividend prospect for this stock?” 
It is our job to keep the investment buying 
public fully informed of the progress of those 
corporations whose securities are held by them. 
We believe you will want to co-operate with us 
in keeping your company before this all-impor- 
tant body of stockholders. It is a sound 
‘*Public Relations’’ policy to do so. 
An excellent and inexpensive way of doing this, 
is to run your dividend notices in our pages. 
It costs but one dollar per line! 
Why not notify your advertising agency to 
lace your current notice in our next issue! 
Write adv. dept. 
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of course any real intensification of 
the warfare in Europe might bring 
about another sinking spell. The 
major factor at the present time is 
that the company has still to reap 
the benefits of the changes recently 
effected in the sales policies. and 
these lend the dynamic interest that 
aun investor must have if he is to 
put his money to the best possible 
use. Since this change has come 
about -without involving any heavy 
expenditure of capital and makes 
use of the highly efficient distribu- 
tion system that has been built up 
over the years, there seems to be 
reason to hope that it will be 
crowned with success in its avowed 
objective of reversing a slowly de- 
clining margin of profit for the in- 
dividual store. 





The Business Spotlight Shifts 





(Continued from page 658) 


the correction should prove to be 
more in the nature of that in early 
1935, the process of atoning for ex- 
tra speed in the past would be much 
less painful. 

The greater decline in production 
than in business activity since the 
end of the year can be interpreted 
in the light of the past relationship 
as a rather more hopeful augury for 
the future than otherwise. So long 
as goods keep moving, money keeps 
changing hands, and carloadings hold 
up, it can be taken for granted that 
the production rates will soon stab- 
ilize. Already, in fact, there are 
signs that new orders in the heavy 
industries have at least come to a 
temporary bottom. This does not 
mean an immediate or a sharp re- 
versal in industrial output, but it 
suggests a rounding off of the de- 
cline. 

Any increased help from for- 
eign buying—which is, of course, 
another form of consumption so far 
as demestic industry is concerned— 
would exert a noticeable influence 
on the side of an upturn. But the 
basic line of defense which is now 
being actively manned is the steady 
movement of goods through the 
economy and into the hands of the 
ultimate consumer. Consumption 
rarely makes a boom, but it eases the 
hangover most effectively. 
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Colgate-Palmolive-Peet 





(Continued from page 685) 


19382. They took the form of rap- 
idly falling prices for finished prod- 
ucts which were reflected in losses 
resulting from the necessity of using 
up materials purchased at substan- 
tially higher levels and the readjust- 
ment of prices of stocks in the hands 
of our distributors.” 

All of which comes under the head 
of ancient history at this date, but is 
noteworthy insofar that it indicates 
the extent to which business activity 
and public purchasing power must 
decline before Colgate is seriously 
affected. The fact is that the com- 
pany is probably more vulnerable 
to excessive prosperity and runaway 
material prices than it is to minor 
dips in the general business curve. 

Dividends have roughly paralleled 
earnings but, though the latter came 
a cropper or two over the past dec- 
ade, there has been no lapse in pay- 
ments to shareholders. Regular rate 
is 124% cents quarterly but in 1939 
a year-end extra of 50 cents lifted 
the total to $1 as compared with 25 
cents the year before, 50 cents in 
1937 and 75 cents in each of the 
two preceding years. A single pay- 
ment of 1214 cents has been made 
thus far in 1940. 

A shift in Colgate’s top manage- 
ment personnel effected in the mid- 
dle of 1938 has apparently not been 
without benefit to the company. Of 
course, management has had things 


‘ pretty much its own way since then 


from the standpoint of general busi- 
ness conditions, material prices and 
so on, but there is more than simply 
the jump in earnings to indicate that 
it is on its toes. Increased aggres- 
siveness in promotion activities is 
one hint. Another is the reshaping 
of capital structure that has been 
undertaken. 

Periodically over the last year or 
two, the company has been calling 
for retirement blocks of its 6% pre- 
ferred stock, outstanding at the end 
of 1938 to an amount of 233,098 
shares. Remainder of the issue, 
125,000 shares, will shortly be re- 
placed by a like number of shares 
of $4.25 preferred, the latter issue 
having been recently registered with 
the Securities and Exchange Com- 





mission. ‘Total savings on stock re. 
tired since mid-1938, together with 
the prospective refunding, amount; 
to $898,000 annually or about 4 
cents a share on the common stock. 

Apart from $2,250,000 of 4% note; 
secured by a first mortage on the 
Palmolive Building in Chicago and 
maturing serially in small annul 
amounts until 1947 when $1,725,000 
will be due, the company has no 
funded debt; as of the end of 1939, 
bank loans, all of foreign subsid- 
iaries, were $1,167,189, down about 
19 per cent from the previous year, 
Equity capitalization consists of 
1,962,807 shares of no-par common, 
Finances are in good shape, cash 
holdings alone of $14,616,000, on De. 
cember 31 last, more than covering 
current liabilities of $11,727,000, 
while total current assets amounted 
to $44,748,000. Inventories were up 
moderately on the year, a normal 
expectation in view of rising sales 
volume, but were far under their 
level at the close of 1937. 

At recent levels around 19, Col- 
gate is scarcely overvalued from the 
standpoint of earnings and is not 
unattractive on a yield basis. The 
foreign situation naturally injects an 
element of uncertainty at present 
and, with raw materials so volatile 
in price, profits margins are always 
touch and go. By and large, though, 
the shares would not be out of place 
in a well balanced portfolio. 





The Investment Clinic 





(Continued from page 677) 


discriminate between those indus- 
tries and companies which would be 
beneficiaries of potential war orders 
and those which at best can antici- 
pate nothing more than an indirect 
stimulus, but which can be depended 
upon to maintain good earnings and 
dividends. 

Even under more normal condi- 
tions, the market tends to appraise 
the earnings and prospects of food, 
tobacco, drug and chain store com- 
panies on a relatively more conser- 
vative basis. In so doing the mar- 
ket reflects the absence of leverage 
and other dynamic factors in the 
earnings background of these groups. 

This, however, need not concer 
the investor in search of a reasoa- 
able and dependable income. He 
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must be prepared to make some sac- 
jifice to attain his ends. In this 
case it is speculative glamour. 

The case in favor of selected com- 
non stocks for income at this time 
sts solely upon the fact that for 
all practical purposes their funda- 
mental investment security is on a 
par with many second grade bonds 
and preferred stocks, while they of- 
fr a more liberal yield. They do 
not guarantee stability of value, in 
fact quite the contrary. Likewise 
it is hardly conceivable that a pro- 
tracted decline in the value of fixed 
income securities could occur with- 
out sooner or later having a cor- 
responding effect upon equity is- 
ses. At the present time, however, 
there is good reason for believing 
that in the long run a selected list of 
the better dividend paying com- 
mon stocks would produce better 
than average results in terms of sus- 
tained income. 





Carrier Makes the Weather 
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corner anyway. The man who owns 
or is building a $10,000 house does 
not feel that he can afford to put 
$2,000 or more into an air-condition- 
ing system. And the $400 or so that 
it costs to equip a single room is also 
out of line with what the public 
en masse will pay. 

Nevertheless the industry is mak- 
ing rapid strides, particularly in the 
field of industrial conditioning. In 
the rayon, explosives, candy, and 
many other industries the control of 
temperature and relative humidity 
is of extreme importance. Among 
the many outstanding concerns that 
have systems installed by Carrier 
are R. H. Macy, du Pont, R. C. A., 
Santa Fe R.R., and among public 
buildings are the U. S. Capitol and 
the Hall of Parliament in Cairo. On 
the majority of these large installa- 
tions the special technical problems 
that arose made it necessary for the 
company to do the actual work as 
well as the manufacturing. 

But the field of air-conditioning 
for comfort is the one that the com- 
pany is most anxious to make its 
success in and yet it is the one which 
at the moment presents the greatest 
problems. Here competition is most 
severe from other companies that 
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do not rely on the conditioning field 
for the entire income and whose 
product is often not strictly air- 
conditioning equipment but rather 
for humidifying and stirring the air 
without in many cases giving any 
refrigeration. The lower prices of 
most of these products make them 
easier to sell in spite of the fact that 
they cannot compare with the Car- 
rier systems in point of perfection. 
The company is further spurred 
by the competition of the ‘imdustrial 
giants such as G. E., G. M. and 
Westinghouse and cannot afford to 
relax its efforts for a single instant 
since its position as the leader in the 
technical development of the indus- 
try is a very valuable asset. 
Business improved somewhat dur- 
ing last year and net earnings were 
$69,099 or slightly under $0.18 per 
share on 390,808 shares of common 
stock. The company has never paid 
a dividend on the common and the 
current trend, while favorable, does 
not point in that direction for some 
time to come since there is an issue 
of $2,500,000 in 414% convertible 
debenture bonds.outstanding. These 
bonds, which were issued in. 1938, 
are due in 1948 and the funds that 
they realized were used to pay off 
bank loans contracted during the 
difficult years of the depression. 
Thus far this year, operations have 
continued to show gains and some 
200 additional workers were taken 
on in the factory. And a betterment 
in position was noted during last 
year since the company succeeded 
in increasing the percentage of manu- 
facturing work done in relation to 
contracting work with the result that 
in its report for the year the man- 
agement stated that the company’s 


main business might now be termed | 


the manufacturing of air-condition- 
ing equipment rather than installa- 
tion work. 

At current levels of around 13 the 
stock of Carrier, which is listed on 
the Curb Exchange, cannot lay claim 
to great investment qualities, but 
there are certainly points in its 
favor. Given a period of good gen- 
eral business conditions the indus- 
trial conditioning divisions will un- 
doubtedly make money. And since 
the capitalization is modest and the 
stock has considerable leverage a 
good period might well pile up per 
share earnings. Then, too, the posi- 
tion of the company is better than 
during the years in which it was 
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112 pages of vital tacts 
and ratings on 1542 lead- 
ing securities ... issued 


monthly 


ADJUSTABLE STOCK RATINGS— 
revised monthly—12 issues annually 
—will give you all the essential sta- 
tistics for only slightly more than 20 
cents a copy and at less than a minute 
for each of the 1542 securities listed 
and rated, 


SUCCESSFUL INVESTORS must 
have the latest. facts quickly .. . 
because decisions in a difficult market 
often have to be made without delay. 
There is no time to back and fill. 
Vital investment developments come 
to light overnight. In the important 
months ahead, you will need this 
handy reference guide to resolve 
your doubts and help you achieve 
your investment objectives. 


TEN VITAL POINTS OF INFORM4A- 
TION are given you on each listing. 
Of importance to you are: (1) Our 
original method of ratings—showing 
the outlook for the company and its 
position in the industry and; (2) Cur- 
rent, terse comments on develop- 
ments and prospects. 


THESE TWO IMPORTANT AIDS 
implement the latest vital statistics 
on the security to help you reach a 
decision quickly, surely. No one de- 
siring to be up-to-date on security 
facts and figures can afford to be 
without this valuable handbook. 


Enter Your Order Now 
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losing money, and with operations 
far more integrated, the ability of 
the company to turn business into 
profits for the stockholders has im- 
proved. Still it must be constantly 
kept in mind that Carrier is very 
much of a special situation with a 
number of unsolved problems that 
must be met before it will be able to 
demonstrate any steadiness in earn- 
ing power. 





Aircraft Round-Up 
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stock raised the number of shares 
outstanding to 787,500 of $1 par 
value. It is currently quoted in the 
over-the-counter market at 10 which 
price is based on the backlog of or- 
ders in relation to an estimated plant 
capacity of $15,000,000 per year. 
The operations of the former Vultee 
division of Aviation Corporation 
were at a loss during the latter 





Forthcoming Dividend 
Meetings 





Company Time Date 
Aetna Insurance es 3:00 3/11 
Air Reduction. a2 af 9:15 3/13 
Alaska Juneau - 11:00 3/28 
American Can....... ; oe 2:15 3/26 
Barker Bros. 514% Pd... .. 10:00 3/11 
California Packing 5% Pfd.... ae 3:00 3/14 
Carolina, Clinchfield & Ohio......... 9:30 3/18 
Cleveland Graphite Bronze.......... 12:30 3/12 
Commonwealth Edison... . . vat — 3/29 
Detroit Edison 2:00 3/12 
Electric Bond & Share $5 & $6 Pid... 3:30 3/28 
Federated Dept. Stores Com. & Pid. .. 11:30 3/26 
Fireman's Fund Insurance. soos se. > Spe 
Firestone Tire & Rubber. . 9:30 3/22 
Garlock Packing — 3/19 
General Ameri: portation..... 11:00 5/26 
General Mills — 3/22 
Hecker Products 9:30 3/27 
Hershey Chocolate Com. & Pfd...... 2:00 3/26 
Kaufman Dept. Stores 2:00 3/13 
Lehigh Portland Cement Com. & Pfd.. 11:00 3/19 
Libby, McNeill & Libby 6% Pfd.... 2:00 5/16 
MacAndrews & Forbes Com. & Pfd... 11:00 3/21 
McCrory Stores 6% Pfd.... 2:30 3/28 
National Cash Register 3:30 3/12 
National Distillers Products . 445 BAe 
Pacific Lighting } 1:45 4/24 
Philadelphia Co. Com. & 6% Pid... 12:00 3/18 
Royal Typewriter Com. & Pfd........ 4:00 3/27 
Sharon Steel $5 Pid................ —— 3/19 
Southern California Edison 12:30 3/29 
Thatcher Manufacturing Pfd.......... 9:30 3/20 
Travelers Insurance. ... 12:00 3/18 
Union Oil of California. . ... 10:00 3/25 
Westvaco Chi. Products Pfd 4:45 3/27 


All meetings are on common stock unless other- 
wise specified. 








months of last year, but the in- 
clusion of the new models in the 
company’s production list is believed 
to hold the key to profitable opera- 
tions. 


Waco Aircraft Company— Market 
inactive. 

Waco Aircraft Co. makes a series 
of 4 and 5 place cabin ships mainly 
for pleasure purposes. The model 
“D” plane, while not built for mili- 
tary service is extensively used as an 
advance military training plane. 
Prices range from around $6,300 to 
about $12,000 with a wide line of 
optional accessories and features. 
The company does not make its own 
motors but buys them from other 
manufacturers. The major manu- 
facturing plant is in Troy, Ohio, but 
sales representation is world wide. 
Last year’s net sales in the fiscal pe- 
riod ended Sept. 30 were $925,791 as 
compared with $747,909 in 1938. 
Earnings were equal to $0.03 a share 
cn the 145,000 shares of no par com- 
mon stock outstanding as compared 
with a loss of $0.24 a share a year 
before. The financial position at 
the fiscal year end was satisfactory 
with current assets of $399,131 being 
about five times larger than current 
liabilities. During the year notes 
payable of $42,000 were liquidated. 


Warner Aircraft Corp. 
Recent price: 2. 

Warner Aircraft manufactures the 
well known “Scarab” line of avia- 
tion engines ranging in size from the 
5 cylinder, 90 hp Scarab, Jr. to the 
7 cylinder, 165 hp Super Scarab. All 
motors are air-cooled, fixed radial 
type. Thy are readily adapted to 
airplanes used for primary training 
and private use. The engines are 
used by many of the better known 
small plane makers including Brew- 
ster, Cessna, Harlow, Fairchild, 
Ryan, etc. They are also offered as 
optional equipment by Curtiss, Vul- 
tee, Gruman, Martin and Bell. Last 
year’s sales amounted to $265,000 
and at the year end, unfilled orders 
amounted to $325,000. The 1939 
financial statements are not as yet 
available but at the close of 1938 
the company’s financial position was 
good with current asset ratio of near- 
ly 10 to 1. There is no funded debt 
and the only capital obligation is 
499,952 shares of no par common 
stock. 





Happening in Washing k 
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Economy is being fought secref 
by White House. Roosevelt thougl 
he would call the economizers’ bli 
and is surprised and hurt by ¢ 
slashes in his budget. He still think 
the country does not want econom 
and that appropriation cuts will re 
act against the party. So Nep 
Dealers have started a whispering 
campaign that reduced  fedem 
spending now will cause a busineg™ 
slump. More will be heard of 
if business slackens this spring. 





For Profit and Income 





(Continued from page 691) 
process. Needless to say, it is all 
very much of a gamble so far—anye) 
thing tied up with legislative pros 
pects inevitably is—but, according 
to some quarters, it is one well worth 
keeping an eye on. 


Street Topics 


Weather note: The coming oF 
spring is widely counted on to touch 
off the usual seasonal bulge in gem 
eral business activity, but, for some 
companies, the snow storms and zero 
temperature of recent weeks have 
been good news; the producers of 
coal, for instance, and the roads that 
move it; also, the salt companies] 
one of which recently shipped out & 
solid train-load of rock salt to states” 
and municipalities for road clearing 
purposes. * * * New wrinkle in rai’ 
roading is the plan of New York 
Susquehanna & Western (controlled 
by the Erie) and New York, Ontario 
& Western (controlled by the New) 
Haven) to operate under a single 
group of executives as an economy. 
measure. * * * Recent large copper 
purchase of French Government ill 
this country is explained by some a 
merely a goodwill move looking 
toward the day when they may not 
be able to fill all their needs else 
where. * * * National Association) 
of Credit Men reports increased iF) 
quiries with respect to South Amer 
ican buyers. 
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